MOVES FORWARD 


The progressive policies of The American Rolling Mill Company 


are playing... and will centinue to play . . . a leading part in 


the sound and prosperous development of steel and its allied 


industries. These policies may be summed up under four heads: 


I RESEARCH... 


Research directed toward the creation of new prod- 
ucts, new markets and new processes is a funda- 
mental activity with ARMCO. Our new laboratory, 
to be completed about August 1, will be the largest 
and best equipped in the industry. Built largely of 
ARMCO materials, it will be in itself a practical 
_ demonstration of new applications of sheet and 
strip metal in building construction. 


2 METHODS... 


_ ARMCO developed the continuous method of rolling 
' sheets now used under license agreements by prac- 
| tically all major producers. This new method of 
manufacture has reshaped the whole economic 
| structure affecting the production of sheet iron and 
steel, and has greatly reduced the cost and the sell- 
ing price. This in turn has tremendously increased 


the use of sheet metal. 


e$ PRODUCTS... 


The development and refinement of sheets and 
strip for all kinds of new uses will continue to ex- 
tend the usefulness of iron and steel, and will assist 
in the creation of new industries. Such achieve- 
ments as ARMCO Ingot Iron, ARMCO Electrical Sheet 
Steel, ARMCO Galvanized Paintgrip, ARMCO Enamel- 
ing Sheets, and ARMCO Stainless Steel are some of 
the products that justify optimism for the future. 
With the growth of comparatively new industries, 
such as low-cost housing and air-conditioning and 
the adoption ef special grades of sheets to new uses. 
even larger markets are indicated in the future. 


4. MANAGEMENT... 


The spirit of co-operation which inspires the ARMC@ 
organization is a natural result of a policy of main- 
taining a close understanding between men and 


management. 





ARMCO moves forward ...a leader in its field 
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Shall I Buy — 
Shall I Sell 
Stocks_Now? 


If you know when it is safe to buy 
and wise to sell stocks—if you act on 
your knowledge promptly — risks 
are minimized, maximum profits 
possible. 


T. E. Rassieur Trend Interpreta- 
tion Service offers you definite 
buying and selling advice based 
strictly and solely on interpretations 
of long-term and short-term trends 
arrived at by precise mathemat- 
ical computation. 


T. E. Rassieur Trend Interpreta- 
tion Service is unique in the finan- 
cial field, neither duplicating nor 
overlapping the service of any exist- 
ing system or organization. 


The principles and scope of this 
service are explained in a compre- 
hensive free booklet: ‘‘TREND 
INTERPRETATION.” Write for it. No 


obligation. 


T. E. RASSIEUR 


Trend Interpretation Service 


1681 Continental Bldg., St. Louis, Mo. 
v1 
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KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. e urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 


*‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


**TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informs- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


MARGIN REQUIREMENTS 
McClave & Co. have prepared a leaflet 
explaining margin requirements. A copy 
will be sent on request. (891) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 
MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 


UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 
TREND INTERPRETATION 
The above named booklet, prepared by 
T. E. Rassieur, will be sent free on re- 
quest to interested readers. (992) 


‘‘SECURITY SALESMANSHIP—THE 
PROFESSION’’ 
This twenty-six page booklet presenting 
facts of interest to security salesmen and 
outlining also the well known Babson Ex- 
tension Oourse of Training for security 
salesmen, sent on request. (993) 
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With Th\e Editors 






Bo Wary of Dopendent (Companies 


No one likes the word “depend- 
ence.” Attempting to escape it, men 
spend years in grinding labor. It 
smacks of servility: it connotes a 
lack of freedom. Above all, to what- 
ever applied it is a word which sig- 
nifies weakness. The dependent 
relative is no more to be pitied than 
the dependent company. Both are 
in a position where they can be ex- 
ploited and, if harsh treatment is 
sometimes withheld, it is only be- 
cause a sense of fairness still exists 
in an unfair world. 

There are two ways in which a 
company can be dependent. It can 
depend upon one or a few big cus- 
tomers taking practically all its out- 
put. Or, a company can be de- 
pendent by virtue of concentrated 
stock control. Let us suppose that 
little company “A” specializes in 
making a part for the product of big 


little company “A” reports large 
earnings on its common stock— 
larger per-share earnings perhaps 
than are shown by big company 
“B.” When the annual contract 
comes up for renewal it is only hu- 
man nature for “B” to force a lower 
price and point to “A’s” earnings in 
justification. 

A company whose stock is con- 
trolled by another is in a similarly 
vulnerable position. If there is a 
customer relationship as well as a 
stock relationship in the situation, it 
is the easiest thing in the world to 
syphon earnings from controlled to 
controller. Even if there is no cus- 
tomer relationship there are ways 
of reducing the profits of the con- 
trolled for the benefit of those who 
do the controlling. 

We know of many investors who 
rejoice in a minority position, feel- 


company “B.” Business is good and ¢ ing that there will come a time when 


recalcitrancy on their part will be 
made to pay handsomely. There 
have been, of course, countless cases 
in the past where matters have 
worked out in just this way. To this 
we can only repeat that a minority 
situation, particularly when it is a 
large minority, is inherently danger- 
ous for the investor. Doubly dan- 
gerous is it when there is also the 
factor of customer dependence. We 
repeat that not every affiliate is de- 
prived of its just earnings, nor is 
every company with a few large cus- 
tomers forced to quote uneconomic 
prices. It will be remembered, for 
example, that the du Pont company 
permitted Commercial Solvents to 
do pretty well when the big com- 
pany was practically the only cus- 
tomer the little one had. Neverthe- 
less, this does not alter the fact that 
dependence is weakness and the in- 
vestor should be careful accordingly. 





IN THE NEXT 


ISSUE 


The Outlook for Business Profits— 


And the Effect on Security Prices 


Has the Era of Lower Investment Return Arrived? 


BY JOHN D. C. WELDON 
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Since March, 1933, more than 8,400,000 persons from the ranks of the unemployed 
have obtained jobs. During the past year 1,600,000 have gone back to work. Yet 
the relief burden remains heavy, unskilled workers are loath to relinquish soft berths 
on W PA and in some industries a shortage of skilled help impends. See Shortage of 


Labor Handicaps Industry on Page 157. 
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The Trend of Events 


PROLONGING A STALEMATE ... It is only a little 
more than six months ago that President Roosevelt was 
re-elected in a landslide which virtually blotted out the 
Republican opposition. If, on the day the election 
returns came in, some prophet had forecast that the 
Democratic Party would soon be split wide open on an 
issue presented by the President, and that Congress 
would drone through four months of dreary stalemate 
without adopting a single piece of vital legislation, that 
person would have been put out of mind as crazy. Yet 
the facts speak for themselves. Mr. Roosevelt has made 
his own opposition within his own party—first by ad- 
vancing his Supreme Court “packing” plan without hav- 
mg debated the issue in his campaign and without 
having consulted his Congressional leaders; and, second, 
by resorting to the patronage whip in seeking to force 
his proposal through an obviously reluctant Senate. 

The issue plainly has become a bigger one than White 
House domination of the Supreme Court. Involved also 
is the question of whether the President is to dominate 
the Senate. Much as the American people like and 
admire Mr. Roosevelt, there is no reason whatever to 
assume that they voted last November for one-man 
government at Washington. The strength of the Demo- 
cratic opposition in Congress is self-evident proof that 
the President’s Court plan has met with an adverse 
public reaction, for members of Congress may be pre- 
sumed to know well the wishes of their constituents. 


There is no economic or social crisis in this country 
to justify the short-cut through the Constitution that 
the President demands. The only crisis that exists is 
the governmental crisis precipitated by Mr. Roosevelt. 
Prolongation of the present stalemate would be deplor- 
able from every point of view. The President would 
regain much good will by dropping a mistaken venture 
and taking his case to the people via the established 
route of Constitutional amendment. Should he succeed 
in forcing through any arbitrary enlargement of the 
Supreme Court, whether by six Justices or two, he will 
find it to be a costly victory. 


WE BUY MORE, SELL LESS ... This country used to 
rejoice in a large favorable balance of foreign trade, 
meaning a surplus of merchandise exports over imports. 
How far the position has been reversed is indicated by 
the fact that in the first quarter of this year our im- 
ports exceeded exports by $114,000,000. Continuation 
of the trend of March would produce a 1937 import 
balance of more than $500,000,000. 

Such a result does not check with the theory that the 
dollar is undervalued in relation to other currencies, for 
under that theory exports would be stimulated and im- 
ports restricted. As a matter of fact, the trade figures 
prove that internal business conditions and various spe- 
cial factors have more effect on the international move- 
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ment of goods than currency changes. For example, 
heavy first quarter imports of rubber and tin directly 
reflect business demand in this country. On the other 
hand, exports of agricultural products have been abnor- 
mally low for the simple reason that we have not had 
the former surpluses to sell abroad. 

Moreover, it is by no means certain that first quarter 
trends in foreign trade will continue through the year. 
On a seasonal basis, our exports are usually heaviest 
in the third and fourth quarters; and this year it is 
likely that we will again have a wheat surplus to market. 
Again, the prices of the raw materials that figure most 
importantly in our imports have had a severe reaction 
and appear unlikely any time soon to regain recent 
peaks. Since trade statistics are expressed in dollars, 
lower prices for many foreign raw materials would mean 
a correspondingly reduced import balance. 


LABOR TROUBLES CONTINUE .. . If anyone at 
Washington really believed that the Supreme Court deci- 
sion upholding the Wagner Act would end labor strife in 
this country, he now knows better. Strikes continue, 
even in plants of companies that have signed agreements 
with the C.I.O. In General Motors plants to date there 
have been forty such temporary stoppages since that 
organization and the major motor union came to terms. 

It goes without saying that business men will abide 
by the law of the land. The same cannot be said for 
labor. As this is written, the C.I.O. steel union has 
called a strike against Jones & Laughlin, insisting that 
the company sign a contract with it. Adhering to the 
Wagner Act, the company takes the position that it will 
accord sole collective bargaining rights to any majority 
of its workers, as determined by secret election under 
the machinery of the National Labor Board. 

The C.I.0., however, has shown clearly that it in- 
tends to resort to the Wagner Act only when such 
action suits its purpose—that is, when it is confident 
that its members constitute an actual majority. Other- 
wise, it insists that its own terms be accepted and does 
not hesitate to resort to the strike weapon. 

Business can take much comfort in the thought that 
in abiding by the Wagner Act it no longer has anything 
to lose before the court of public opinion. On the other 
side, the C.I.O. is playing with fire in ignoring the very 
law that its leaders clamored for, and in insisting on its 
own domination regardless of whether it has a majority. 
Public opinion will not long stand for a “heads I win, 
tails you lose” policy on the part of the followers of 


Mr. Lewis. 


TRADE SWINGS UP AGAIN .. . Retail trade has 
shown a brisk rise recently, after lagging during April. 
This is encouraging in itself but is even more encourag- 
ing because of the reason behind larger volume. In 
April, when everybody was talking about a run-away 
price rise and the handlers of goods all the way from 
manufacturers to merchants were adding to their prices 
just a bit more than was necessary, retailers thought 





they could defer clearance sales. Taking note of disap- 
pointing April results, they changed their minds. 

Clearance sales at lower prices have been largely re- 
sponsible for returning business. The lesson will prove 
valuable. Indeed, the collapse of the commodity boom, 
although it will involve some readjustments, has re- 
moved from the business scene what a few weeks ago 
was its greatest element of danger. Had it continued, 
business would have been heading for an inevitable nose- 
dive. As it is, autumn retail prices will probably be sub- 
stantially higher than a year ago, but not as high as 
manufacturers, wholesalers and retailers were thinking 
not long ago. All down the line, there has been a healthy 
return to a realistic price policy. This does not mean 
that higher costs of labor and raw materials can be 
ignored but it does mean that a crimp has been put in 
price-raising over and above what is made absolutely 
necessary by valid cost increases. A continuation of the 
present level of retail trade would steadily work down 
such inventories as are excessive and form a solid foun- 
dation for renewed advance in industrial production 
after minor summer recession. 


PROXIES AND S EC... If reported plans mature, 
stockholders may look to the Securities Exchange Com- 
mission for more complete information and perhaps even 
guidance in enabling them to endorse or reject any 
company proposal requiring their vote. The existing 
rules covering solicitation of stockholders’ proxies were 
devised by the SEC under the Securities Act of 1934, 
and provide that a copy of the proxy, together with 
information relating to the proposal to be voted upon, 
must be filed with both the SE C and the Exchange on 
which the shares are listed. The idea was to enable 
stockholders to have full knowledge of the matters for 
which their vote was being sought and also to make 
stockholders’ lists available to minority groups should 
they also desire to enlist proxy support. In practice it 
has been found that insufficient time was given the 
S E C to enable them to properly examine proxy infor- 
mation and take such action as might be necessary. 
Now, according to reports, the SEC is contemplating 
a change in the present rules, requiring the filing of 
proxies and information with the commission and Ex- 
change for a period prior to the time such proxies are 
sent to stockholders. This change would enable either 
or both of these bodies to act in any way which they 
might feel would be required in the interests of stock- 
holders. Most companies have abided fully by the spirit 
and letter of the present rules but apparently there have 
been enough cases of deficiencies to make the proposed 
action by the S E C necessary, as well as desirable. 


THE MARKET PROSPECT. . . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 139. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere ip 
this issue. Monday, May 17, 1937. 
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Market Turn is at Hand 


An attractive buying area has been reached in the interme- 


diate reaction, but broad accumulation of stocks should await 


establishment of a firm plateau of resistance even though this 


will involve paying a bit more than bottom prices. 


BY A. T. MILLER 


A FOURTH sinking spell, marked by 
sharp decline in numerous industrials, 
has moderately extended the intermedi- 
ate market correction of the past five 
weeks. As this analysis is written, the 
daily Dow-Jones industrial average has 
established a new low for the year at a 
level just 2.67 points under the previous 
low reached on April 28. The Dow- 
Jones rail average, however, has not yet 
broken under the April 28 figure. 

The total decline from the year’s high 
now amounts to approximately 14 per 
cent in the Dow-Jones industrial aver- 
age and to some 19 per cent in THE 
MaGazIne oF WALL StTREET’s composite 
index of 330 stocks. The scope of the readjustment that 
has been experienced can be even better visualized by 
citation of the fact that about 52 per cent of the entire 
advance since early May, 1936, has been cancelled. The 
present average level is only 6 per cent higher than the 
best figure reached in the spring of last year. Mean- 
while, we have seen a tremendous broadening of re- 
covery in the durable goods industries and aggregate 
corporation profits have increased by more than 50 per 
cent. 

Not even the most pessimistic bear that can be found 
in Wall Street believes that either the recovery cycle or 
the bull market is over. It is conceded that the recent 
movement constitutes merely an intermediate reaction, 
similar in basic character to three previous downturns 
since the present expansion cycle began early in 1933 
and to two sharp corrections in the 1924-1928 market. 
Thus far, the scope of the reaction, in percentage drop 
from last previous high, has moderately exceeded that 
of the April-May reaction a year ago, but is much less 
than was experienced in reactions in 1934 and the sum- 
mer of 1933. 

There is, of course, no rule of thumb by which the 
maximum possible scope of an intermediate reaction can 
be infallibly forecast—especially in these days when the 
technical habits of the market have been radically al- 
tered by Federal restrictions, when extreme “thinness” 
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makes many issues vulnerable to even 
slight selling pressure and when the in- 
fluence of European investment and 
speculative operations on our market is 
far greater than ever before. 

Nevertheless, past experience in bull) 
markets has led us to accept as a gen- 
erally sound principle the theory that, as 
long as the basic factors appear favor- 
able, a reaction of 10 per cent can be 
regarded as carrying well situated stocks 
into a worth while buying range for in- 
termediate and longer range investment 
and speculative purposes; and that al- 
lowance for maximum reaction of around 
15 is usually fairly safe. As above noted. 
the decline thus far has been about 14 per cent in the 
Dow-Jones industrial average and approximately 19 per 
cent in our broader composite. 

Judged by the pattern of the past five weeks and 
taking into account’ the sharpness of the most recent 
dip, it is probable that the market is close to another 
rally. As to whether a final level of resistance has been 
established, there is no basis for a dogmatic answer. 
Our belief is that the market is at or very near a definite 
turning point, but there is nothing sacred about “re- 
sistance points” on the charts and anyone who buys 
stocks at the exact bottom of any intermediate reaction 
does so by chance, rather than judgment. A safety 
first policy, however, was outlined in this article a fort- 
night ago. We then expressed the conviction—not one 
whit altered by what has happened since—that the mar- 
ket in general had entered an area attractive for selective 
purchases but that the safe course was “to await a flat- 
tening out of the movement suggestive of a firm plateav 
of resistance, even though this method will involve pay- 
ing a bit more than bottom prices.” That advice stil] 
stands and so does the list of ten equities especially 
recommended in our issue of May 8. 

As always in severe reaction, people are wondering 
as to the cause, are searching for mysterious sub-surface 
factors not yet revealed, are grasping at every develop- 
ment subject to possible unfavorable interpretation and 
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How Various Stock Groups Behaved in the Decline from 
March 6 to May 15, 1937 


(Market as a whole, measured by The Magazine of Wall Street's Common Stock Price Index, declined 18%) 











DECLINED LESS THAN THE GENERAL DECLINED ABOUT THE SAME AS DECLINED MORE THAN THE GENERAL 
MARKET GENERAL MARKET MARKET 

Per Per 

cent cent 
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are ignoring virtually all good news. In such a setting 
an earnings report far above previous expectations will 
be noted with a moment of pleased surprise and then 
promptly forgotten, as has happened several times re- 
cently. Timid, nervous, uncertain investors and traders 
say: “Yes, but those earnings are water over the dam. 
What about third quarter profits? What about rising 
costs? What about business recession? What is Roose- 
velt going to do? What about London selling? What 
about the price of gold? Is Washington going to abolish 
margin trading? Will the Government regulate prices? 
What will declining commodities do to business? What 
about the labor situation?” 

Well, there has been no single cause behind this re- 
action. As we see it, the chief causes were the collapse 
of an over-done commodity speculation in London and 
a sudden realization that the Roosevelt Administration 
meant business in its transition from the extended period 
of economic stimulation and price-raising to the new 
phase of boom control. 

Sporadic strikes, usually quickly settled, represent 
nothing new in the labor situation. The margin rumor 
originated in the fact that one group of New Deal ad- 
visers is known to have urged some weeks ago that the 
stock market be put on a cash basis. That such action 
was not taken when the market was many points higher 
than it now is would seem a fairly logical reason for 
doubting that it will be taken now. Should it be taken 
at some later date, when the bull movement is resumed. 
it would not apply to existing margin positions and it 
would not end a bull market whose backbone has been 
cash investment buying. That it has been a cash market 
to a preponderant extent is indicated by the fact that 
from the low point of March, 1933, up to April 1 of this 
year total increase in Brokers’ loans, as compiled by the 
New York Stock Exchange has been about $750,000,000 
while value of all listed stocks increased by nearly 
$45,000,000,000. 
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The decline in commodities is not a disaster. It may 
temporarily affect adversely earnings of a minority of 
corporations to which so-called inventory profits or losses 
are important, but, in the interest of continued business 
recovery, a stabilized or gradually rising price level is 
much to be desired. As will be observed by examination 
of a chart presented with a special commodity outlook 
article on following pages of this publication, the recent 
excitement has centered in speculative commodity mar- 
kets, with no proportionate gyrations in the broad index 
of the Department of Labor. This means that the 
recent wide fluctuations of speculative quotations in 
copper, rubber and other materials has little significance 
to the buying public and not much more to the average 
manufacturing company, since few either bought or sold 
much goods at the recent top of the commodity boom. 

Among the current worries, this leaves for considera- 
tion the prospect for business volume, costs and profits; 
and the big conundrum of what will happen at Wash- 
ington—the latter meaning, these days, what Mr. Roose- 
velt thinks and wants to do. 

Those aspects of New Deal policy that relate most 
importantly to the outlook for the markets are discussed 
on following pages in an article entitled “The Next Move 
of the Money Managers.” Suffice it to say here, as we 
have said before, that while the Administration is seek- 
ing by somewhat experimental methods to prevent the 
development of a dangerous boom, it is absolutely com- 
mitted to further economic expansion. Certainly none 
can quarrel with the desirable objective of a stable pros- 
perity, even though only the longer future can reveal 
whether it is humanly possible to attain it. 

The present economic setting certainly is a sounder 
one than existed a few weeks ago. The greatest danger 
that crept into the recovery picture was over-fast price 
raising. As has been pointed out by this publication, 
the main factor responsible was a temporary shortage iD 
commodities such as has been encountered at some level 
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of recovery after all depressions. Expanded production, 
induced by profitable prices, has always ironed out such 
price squeezes, with benefit all around, rather than seri- 
ous economic damage. As we see it, the hopeful thought 
to bear in mind is that an orderly expansion of produc- 
tion, geared to rising consumer purchasing power and 
not accompanied by excess of speculation, is not only 
what the New Deal desires but is what we are much 
more likely to experience, now that the price-raising 
bubble has burst and business men are concentrating 
their energies on volume. 

We entertain no fear that the Administration will take 
action to-centrol industrial prices, because it is our con- 
viction that the movement of such prices over the next 
six months or year will demonstrate there is no need for 
official intervention. As a matter of fact, the views of 
the President emanating from his first press conference 
following his recent Texas trip appear more reassuring 
than otherwise and can hardly be held to contain any- 
thing of surprise. He reiterated that he opposes specula- 
tion in natural resource products and is studying meth- 
ods of maintaining price levels of such commodities on 
the most even keel possible. Mr. Roosevelt held the 
same view in 1933 and the markets were not worried 
about it. The methods to be used, it may be added, 
have not yet been found, but the President intimates 
that what he has in mind is some kind of production 
control for natural resource commodities and not actual 
price-fixing. 

In general, our reasoning is that the New Deal is well 
satisfied with the correction that has been seen in specu- 
lative markets, that it would not like to see an extension 
of reaction in either commodities or stocks of such seope 
that it might endanger the course of the basic recovery, 
and that its near-term moves will be dictated by this 
attitude. 

As for the business outlook, it may well be that the 


uuw ended period of active forward-buying—which car- 
ried production in some lines beyond the level of cur- 
rent consumption—may result in a summer recession of 
greater than seasonal proportions, but as we look at the 
consumers’ end of the business picture it is impossible 
to foresee a production set-back of either important 
scope or long duration. Retail trade right now is some 
15 per cent higher than a year ago and shows substantial 
improvement as compared with April. The latest sta- 
tistics show cash farm income 23 per cent larger than 
a year ago, factory payrolls 31 per cent greater than a 
year ago and dividend payments 36 per cent greater 
than a year ago. These trends in purchasing-power-are 
likely to continue at least through the second quarter 
and they are not the stuff of which a collapse in produc- 
tion is fashioned. 

It is true, of course, that in some industries affected 
by a high degree of leverage in capitalization or plant 
set-up, even a 5 or 10 per cent decline in third quarter 
production could materially lower profits for the time 
being. That possibility, however, has been substantially 
discounted in the market’s reaction and we are not many 
weeks from the time when investors and traders will 
begin to look a bit further ahead and figure what these 
companies can do when volume again renews its ad- 
vance. Volume, rather than increased costs, holds the 
answer to third quarter earnings. The trend of costs 
in materials and labor has long been upward. As to 
materials, the rise has been checked; and there is con- 
siderable reason to believe that spectacular wage-raising 
is also over for some time to come in the leading manu- 
facturing industries. Therefore, third quarter costs 
should be no higher than costs of the present quarter. 

No doubt our markets will continue to keep a close 
eye on London trends. We are inclined to accept the 
view of London observers that the worst of the reaetion 
there has been seen. Like (Please turn to page 188) 
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Arming for Neutrality— 





Trading for Peace 


BY JAMES D. MOONEY 


(Vice-President, General Motors Corporation) 


N oT very long after the great 
nations laid down their arms in 
November, 1918, an economic 
warfare began that has increased 
in momentum and intensity un- 
til we find ourselves today, nine- 
teen years after the armistice, 
seriously discussing the strong 
possibilities of another world 
war. Dangerous frictions have 
been developing among several 
of the great nations and these 
frictions arise principally out of economic causes. We 
observe great fear, even horror, among the peoples of 
some of these great nations that their whole industrial 
and social structures will collapse if they are not pro- 
vided with freer access to the raw materials and food- 
stuffs of the world. 

Here, then, is the crux of the whole problem. Shall 
this freer access to these raw materials be provided by 
peaceful means, that is, by a generous reopening of 
international trade? Or shall we let the situation drift 
into increasing desperateness, with the peoples of all 
nations suffering the anguish of a continual and haunt- 
ing dread of war? Shall we in America cast some bread 
upon the waters, as our contribution to peace; shall we 
give up a few commercial advantages and risk a slight 
threat to our pocketbooks? Or shall we move with the 
rest of the great nations, as we have begun to move, 
and undertake an armament program that will cost us 
billions of dollars and increase our present staggering 
load of taxes? 

This is the choice we must make, and we must make 
the choice now. We must plan our policies now for the 
preservation of peace, or soon it will be too late. 
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The situation presents a chal- 
lenge to the leaders of govern- 
ment everywhere. Specifically. 
they must take practicable steps 
to assure to the great industrial 
nations the raw materials they 
need in exchange for the goods 
they have to offer in the mar- 
kets of the world. 

America can make a substan- 
tial contribution toward main- 
taining world peace by taking 
the leadership in this movement for a greater freedom in 
international trade. This is exactly what Secretary of 
State Cordell Hull is trying so earnestly to do, and his 
efforts justify the whole-hearted support of every Ameri- 
can interested in world peace. 

Let us take it for granted, then, that we shail do what- 
ever we can to support the efforts that are being made 
toward maintaining peace in the world. But mean- 
while, it would be very foolish for us to proceed on the 
complete presumption that another great war in our 
time is utterly impossible. Let us consider, therefore. 
what we can do to keep out of the world war, if it must 
come, and to reduce the great damage such a war would 
inflict on all non-belligerent nations, including ourselves. 

The neutrality act adopted by Congress last month 
represents, beyond question, a sincere effort to keep the 
United States out of war. Under the mandate it im- 
poses, the exportation of arms and munitions to any 
belligerent would be embargoed, and, under Presidential 
proclamation, the shipment of raw materials and other 
supplies can be put on a cash basis, delivery to be 
effected at an American port, and transportation to be 
at the risk of the purchaser. In effect, as far as mainte- 
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nance of a flow of exports in time of war is concerned, 
this would constitute a partial abandonment of the 
principle of freedom of the seas for American ships. 

But I am definitely in sympathy with this idea, be- 
cause it is aimed at avoiding any possibility of our get- 
ting drawn into a war through a policy of maintaining 
our exports at any cost. I am opposed to any policy 
that would call for efforts to maintain our export busi- 
ness at the risk of creating frictions and irritations that 
might lead us into war. 

Besides, I am not too much concerned with these export 
aspects of this neutrality legislation. Out of the rich 
experience we gathered as exporters in the last war, I 
can find no reason to bewail the business we should lose 
by refusing to send the fleet out to protect a cargo of 
cotton or foodstuffs. The cold fact of the matter is that 
most of the goods we sold abroad during the war and 
post-war periods were never paid for. I am quite will- 
ing, therefore, to see such shipments put on the basis of 
cash on the barrel-head in New York, and carried off by 
the purchaser at his own risk. 

What I am deeply concerned about, however, is our 
ability to continue to import those raw materials which 
we need to maintain our vast industrial scheme, regard- 
less of what is going on in the rest of the world. 

In time of war, the greater importance of imports 
requires special emphasis, for then it may easily come 
to pass that any impediment to the inflow of materials 
from abroad may imperil our very means of life. In a 
productive sense no modern industrial nation is ever 
self-contained. I refer not to products like tea, coffee, and 
silk which, by reducing our standards of living, we could 
do without. I refer rather to critical materials such as 
tin, rubber, and nickel, which are at all times vitally 
necessary. 

I refer, furthermore, to those materials which may 
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The Cardinal Points 
Build up our navy to preseve neutrality. 


Increase our merchant marine to insure a 
flow of raw material imports essential to 


our industries. 


Encourage only those exports that will be 
paid for—transportation at purchaser's 


risk. 





seem of minor importance in themselves, such as manga- 
nese and antimony, but without which many of our 
major industries could not function. A supply of these 
materials must be maintained by a modern industrial 
people as a matter of sheer self-preservation. 

What if the supply of rubber from Malaya and the 
East Indies were interrupted? What would be the 
effect on the tire industry, and through it, on the auto- 
motive industry? Suppose supplies of nickel, manganese 
or antimony were cut off. What, then, about alloy 
steels? Could our machine tool industry get along 
without them? 

I do not think it is necessary for me to labor this 
point any further. I am sure that all will agree that 
certain things which we do not have and which we can- 
not produce within the United States are necessary for 
the maintenance of our industries. 

It seems plain, therefore, that we must be prepared 
to command such freedom of the seas 
for the American merchant marine as 
will enable our ships to continue the 
flow of raw materials needed to support 
our industrial life. This means, of 
course, that we shall have to continue 
to build up our navy. 

The outbreak of a great war would 
find us wholly unprepared to keep open 
our trade channels with our own ships. 
The belligerents, of course, would com- 
mandeer all of their own national ships 
in defense of their own military and eco- 
nomic maneuvers. 

The total tonnage of American ships 
afloat at the present time is deplorably 
small, due largely to governmental poli- 
cies that for years have starved and dis- 
couraged American ship-building and 
shipping. On the basis of average speed 
and age, the American freighter fleet is 
about comparable with those of Greece 
and Spain. 

Accordingly, we shall have to get on 
aggressively with the building up of the 
American merchant marine. 

These are my suggestions for an Amer- 
ican trade (Please turn to page 188) 
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The Next Move 


Money Managers 


— Gold Prices 


— Market Control 


— Federal Expenditures 


Recs Roosevelt Administration be- 
gan to “sit on the boom” more than 
nine months ago, although a boom 
was then and is now merely a poten- 
tiality. It put the screws on potential bank credit 
expansion—before there had been any significant expan- 
sion except in Government debt—by successive raises 
in bank reserve requirements. Through the public utter- 
ances of one official after another, including the President 
himself, it sounded repeated warnings aimed at stock 
and commodity speculation. 

Now that the stock and commodity markets have 
had a sharp reaction, many investors and business men 
are wondering what it is all about, and what the next 
move of our money managers will be. Inevitably an 
atmosphere of mystery surrounds the moves and counter- 
moves of a managed economy directed by executive dis- 
cretion, rather than by open action of Congress; and 
complicated at all times by international factors. Be- 
cause the public does not know what is going on in 
the inner councils and because there have been various 
contradictions and inconsistencies in the zig-zag course 
of the New Deal since early in 1933, many who are 
unable to take Mr. Roosevelt on sublime faith wonder 
whether there is a coherent policy. Confusion of mind 
has been intensified by four months of stalemate in 
Congress, as both important legislation and revelation 
of Mr. Roosevelt’s next objectives have been held in 
abeyance pending outcome of the fight to enlarge the 
Supreme Court. 

For perspective, it is well to keep clearly in mind a 
few cardinal facts. The most basic fact and the most 
important business development of our time is that as 
a result of the 1929-1932 debacle the American people, 
by overwhelming mandate, have placed their reliance 
upon the Federal Government for control and better- 
ment of the economic conditions under which they live. 
Their desire, which may or may not be attainable, is 
stabilized prosperity. Depending upon whether it at- 
tains this objective or comes acceptably close to it, the 
New Deal will stand or fall. 

The second cardinal fact to bear in mind is that from 
the start of the New Deal the methods resorted to have 
been acknowledged—either openly or tacitly—to be 





BY JOHN D. C. WELDON 


experimental and subject to quick 
change. Hence the zig-zag course 
between Left and Right, but always 
tending a bit to the Left. The struc- 
ture of New Deal managed economy and the controls 
regarded by the President as desirable or necessary have 
by no means been built. There is much more of experi- 
ment to come—if Mr. Roosevelt retains his hold on 
Congress. 

We have said that the general objective is stabilized 
prosperity. For those who wish a bill of particulars, it 
may be added that most of Mr. Roosevelt’s specific 
purposes have been made clear, even though he has 
largely kept his own counsel as to methods. His final 
campaign speech in New York City last autumn out- 
lined his objectives as follows: 

“Improve workers’ conditions by reducing over-long 
hours, increasing starvation wages, ending child labor 
and extirpating slums and sweat-shops. End monopoly 
in business, support collective bargaining, stop unfair 
competition and abolish dishonorable trade practices. 
Work for cheaper electricity on the farms and in the 
homes, for better and cheaper transportation, low inter- 
est rates, sounder home financing, better banking, better 
regulation of security issues and reciprocal trade treaties. 
End the piling up of huge farm surpluses. Persist in 
action for better land use, reforestation, conservation of 
water, drought and flood control, commodity marketing, 
improvement in the condition of the farm tenants and 
crop insurance. Provide useful work for the needy.” 

“For all of these,” Mr. Roosevelt said. “we have only 
just begun to fight.” 

Now to realize even a portion of these ambitions will 
require that the Federal Government continue to route 
the distribution of a large part of the national income 
and—even more important—that there be a large na- 
tional income from which the requisite revenues may be 
obtained. It will also no doubt require more or less 
change in the interpretation of our Constitution, how- 
ever that may come about—whether through forced 
change in the composition of the Supreme Court, volun- 
tary retirements or otherwise. 

Our point is that, insofar as Constitutional interpreta- 
tion and the attitude of Congress will permit, Mr. Roose- 
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velt has the firm intention of taking us much further 
along in a managed economy, directed from Washington, 
than we have yet gone. Whether at this session of 
Congress or next year, he can be expected to propose 
further controls, including legislation on wages, hours 
of work and trade practices; and weapons with which 
he may have the power to put curbs on prices and busi- 
ness profits, if he thinks it necessary. 

Assuming Congress will “go along,” that is a prospect 
that most investors will view with concern—but what 
is one possessed of capital funds to do about it? One 
can shape an intelligent investment policy only on the 
basis of conditions as far ahead as can be seen at any 
given time. As far ahead as can now be seen, good 
stocks are certain to have the edge over cash for the 
simple reason that short-term funds for an indefinite 
time will continue to command only a pittance in the 
money market while yields of 3 to 6 per cent will be 
available in numerous sound equities. 

But if the longer-term objectives of our money man- 
agers are reasonably clear, can the same be said for 
their short-term moves? This is the question of im- 
mediate concern. What is the Government’s present 
attitude as regards the stock and commodity markets 
which it was viewing with concern not so long ago? 
What, if anything, will it do about the price of gold 
and the “hot money” problem? Is there any significance 
in the present “economy drive” at Washington? These 
questions are of vital importance to the markets, be- 
cause the cornerstone in national monetary management 
is the Government’s own budget—master key to bank 





money inflation or deflation—and the two major prob- 
lems of the Treasury are relief expenditures and the 
financing of purchases of gold for “sterilization” in its 
inactive account. 

As to the first question—the Government’s present 
attitude as regards the stock and commodity markets— 
it is this writer’s conviction that no more deflationary 
actions or utterances will be forthcoming from the Ad- 
ministration for some time to come. To continue talk- 
ing down or otherwise depressing markets which have 
now had a drastic correction would be illogical to say 
the least, since the farther such intermediate reactions 
go the greater is the risk of contributing to a business 
set-back of more serious proportions than Washington 
could afford to see. The cold fact is that the New Deal 
can stand a temporary and relatively moderate recession 
in business, but it can not stand either a termination of 
the recovery movement at this stage—with unemploy- 
ment still a serious problem, the budget unbalanced, the 
national income still sub-normal and per capita industria} 
production well under former peak levels—or a renewal 
of deflation. 

Therefore, even should the speculative markets work 
a bit lower before a base of stability is established, one 
will be on reasonably safe ground in regarding this 
readjustment as merely a temporary interlude in the 
underlying expansionist cycle. Should it threaten by 
any chance to become anything more serious than 
that, it is just about a 20-to-1 bet that the New Deal 
would frantically jerk its foot off the brake and press 
down again on the accelerator of economic stimulation 














The strong probability, however, is that no heroic 
about-face will prove necessary, and that the near-term 
trends of business and the markets will be such as to 
permit the Administration merely to stand by, without 
resort either to renewed artificial stimulation or to fur- 
ther deflationary endeavors, let business and market 
adjustments work themselves out and see how recovery 
can get along on its own momentum, with- 
out further dynamic inflation of bank 
money through deficit financing— ah 
meanwhile holding in reserve numer- 
ous existing control weapons, and 
others in preparation, for use when 
and if conditions appear to dictate. 

So far as stock speculation 
is concerned, its volume— 
already abnormally low— 
ean be curtailed further at 
any time simply by aboli- 
tion of margin purchases; 
but the backbone of the bull 
market has been investment 
buying for cash, both domes- 
tic and foreign, and specula- 
tion has in general merely 
followed the lines of least 
resistance thus set by the in- 
vestment factors. It is much to 
be doubted—as far ahead as this 
writer can now see—that stock specu- 
lation would tend to run to excess, AR 
even without any Federal controls; be-— 
cause investment demand will continue to 
determine the main trend of the market, and there is 
reason to believe that for an indefinite time investment 
demand for equities will be both smaller in volume and 
more selective in character than it has been during the 
past two years. 

For one thing, it has been expansion of bank deposits by 
Federal deficit financing and gold imports that provided 
the cash which has been the chief support of the bull mar- 
ket. This stimulus is no longer operative in former degree 
and will hardly be replaced by private credit expansion 
over the next year or two, especially since the latter is 
subject to definite controls and since the view of the 
Reserve Board is that bank deposits are high enough. 
This leaves the wherewithal of investment demand to 
come from increased velocity of existing deposits and 
the normal increment of savings. For another thing, 
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it is to be doubted that foreign demand for American 
stocks will continue at the rate of the past two years, 
For a third thing, waning investor fears of a run-away 
inflation—together with the fact that more and more 
formerly depressed industries are approaching the 
“rounding out” phase of the recovery cycle, with the 
largest percentage gains now behind them—will inevi- 
tably make for increasing selectivity in investment ap- 
praisal of equities and in close scrutiny of 
earnings potentialities. In a market domi- 
Up, nated by investment realities of this 
> kind, over-optimistic speculation sim- 
ply can not take the bit in its teeth 
for any length of time. 
On the whole, therefore, we 
doubt that the Government 
will see any reason to “do 
anything” about the stock 
market for a considerable 
time to come. It is even 
more certain that it will 
have no reason whatever to 
worry about commodity 
prices running away. On 
the contrary, it is much 
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some concern as to how far 


the present reaction in com- 
modities will go and as to how 
adverse its influence on business ac- 
tivity during the second half of the 
>’ year may be. Sa 

In an article in this publication sev- 
eral weeks ago, it was pointed out and proved 
by citation of historical data, that in every recovery 
from a major depression there came at some point 
a temporary squeeze in commodities when surpluses had 
been worked off and revival in the durable goods indus- 
tries created a suddenly augmented demand for goods, 
with producers caught unprepared and with forward- 
buying and opportunistic speculation exaggerating the 
transitory shortage. 

The New Deal is still committed to a price level “ap- 
proximating” that of 1926. That does not mean exactly. 
It is probably satisfied with the present level; and so 
far as industrial prices are concerned it is most unlikely 
that there will be occasion for any Federal price- 
lifting and improbable—as production of marginal en- 
terprises expands—that any considerable number of 
commodities will rise far (Please turn to page 190) 
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Is the Deeline 


in Commodities Over? 


BY H. F. TRAVIS 











intangible factors were largely 





responsible for the April collapse of the 
commodity booms in world markets, 
namely, the “peace” scare, the Roosevelt 
scare and the gold scare. “Peace scare” 
is an expressive term for the marked 90 
change in the European situation that 
followed the rout of the Italian “volun- 
teers” in the Spanish civil war and the 
gigantic new British armament program. | 
Speculators in the foreign commodity | 
markets who evidently had been willing | 

| 

| 

| 











to bid up future quotations for raw 
materials to extravagant levels on the 
strength of European preparations for 
hostilities, took cognizance of the rapid | 
shift of the war probabilities in the light | 
of these events. High priced speculative 
commodity commitments were hastily 
liquidated throughout world markets. 
In the midst of such unsettlement, | 
President Roosevelt issued his famous | 
declaration that prices of raw materials 
used in the capital goods industries had 
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out this general view with names and 





figures. Naturally, the widespread pub- 
licity which the President’s views received was disturb- 
ing to speculative holders of commodity contracts who 
had given great weight to the supposed objectives of the 
Administration in regard to re-establishing the 1926 price 
level. The so-called “Roosevelt scare” was capped by 
the President’s stern admonition that Federal employees 
must not speculate and an after-thought that the same 
advice might well be heeded also by others. Although 
directed primarily at security speculation, these public 
(declarations appeared to dispel the illusion, which had 
charmed commodity markets for four years, i. e., that 
Administration policies were, in effect, a guarantee of 
high prices. Repercussions on speculative sentiment in 
commodity markets, here and abroad, were instan- 
taneous. 

Finally, the gold scare also appeared to have played 
a noticeable but less spectacular role in the liquidation 
of speculative positions in commodities. This factor has 
not yet evolved into anything more tangible than the 
“persistent rumor” stage. Indeed, these rumors have 
brought categorical denials from the Secretary of the 
Treasury, who is charged with the “management” of the 
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dollar. Even the President has been moved to scoff 
at the authenticity of published gold rumors, although 
in less positive and emphatic manner. In contrast to 
earlier gold rumors, present uncertainties are whether or 
not the existing gold price will be lowered. 

Of the three factors discussed above, only the gold 
uncertainty appears to remain as a possible adverse in- 
fluence hanging over world commodity markets. Pos- 
sibly this influence may also shortly run its course, since 
the importance of gold changes on commodity prices has 
been greatly discredited by events in the past three 
years. In retrospect, it now appears quite clear that 
gold changes have effected commodity speculative opera- 
tions, rather than commodity prices, although, of course, 
speculative operations in turn effected prices. From the 
time that the old gold basis was abandoned in April, 
1933, until the de facto stabilization of the gold price at 
$35 an ounce in January, 1934, commodity markets were 
highly responsive to the gold changes—in fact in many 
instances anticipated such changes. A representative 
wholesale commodity price index shows that prices 
started to move upward in March, 1933, although the 
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old gold dollar was not officially abandoned until April 
20. By July, the American gold price had increased 49 
per cent, and while some individual commodities re- 
corded a similar or even higher percentage inerease, the 
average commodity price increase was only about 35 per 
cent. The $35 an ounce gold price was fixed in January, 
1934—an increase of 69 per cent over the old price— 
but the average commodity price increase then was only 
slightly higher than in July, 1933. Even the steady 
subsequent advance in commodity prices to the end of 
1935 brought an average increase of only about 62 per 
cent and was followed by an average recession of about 
8 per cent early 1936. Not until the latter part of 1936, 
did average.commodity prices increase by 69 per cent 
of their depression low, approximately three years later 
than when gold was fixed at a 69 per cent increase. It 
is evident that, after the immediate speculative surge of 
commodity prices, forces other than gold prices were 
instrumental in the subsequent commodity price re- 
covery. With the elimination of top-heavy speculative 
positions in the world commodity markets, support will 
again come principally from the supply-and-demand 
factors, that were really responsible for the price recov- 
ery in recent years. 

Admittedly, the improvement in the statistical posi- 
tion of leading commodities resulted partly from Ad- 
ministration policies here and governmental efforts of 
foreign countries. For example, the farm production 
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methods permits rapid production step-ups. 





curtailment programs were responsible for the substan- 
tial reductions in carry-over of crop supplies held pri- 
vately or by government agencies in wheat, corn and 





cotton. The increased wages and operating costs from tu 


the N I R A became prominent factors in production 
costs (and therefore in prices) of semi-finished or manv- 
factured products. Foreign production cartels and re- 
striction agreements in international commodities such 
as rubber, copper, sugar and tin had various forms of 
government sponsorship and were an important factor 
in reducing the large surpluses of these commodities. 

Public works expenditures, farm benefits and relief 
payments of the American Government undoubtedly 
stimulated recovery by creating purchasing power and 
expanding credit resources of the banks through the 
resulting deficit financing. The building program in 
England, industrialization in Russia, rearmament in 
Germany added further stimulus to world industrial re- 
covery. These governmental activities, therefore, con- 
tributed materially to the marked expansion of demand 
for raw materials which in turn aided in the reduction 
of surpluses and improvement in the statistical position 
of individual commodities. 

The degree to which natural recuperative-powers of 
industry in the United States and throughout the world 
contributed to the recovery cannot be calculated sepa- 
rately from the artificial stimulation and the special re- 
strictions on production resulting from governmental 
depression-fighting efforts. In the aggregate, 
however, a normal supply and demand rela- 
tionship had been created for the leading world 
commodities by the end of 1936, totally in- 
dependent of currency depreciation and in- 
creased gold prices by the principal commercial 
nations. 

Except for temporary repercussions on specu- 
lative sentiment, there is little reason to expect 
any lasting or profound effects upon commodity 
price levels from any moderate adjustments of 
gold exchange points, such as have been subject 
of numerous rumors on both sides of the Atlantic 
in recent months. The layman might properly 
take the point of view that where there is smoke 
there is fire and that the very persistence of re- 
ports of impending gold changes indicates that 
there is some basis for the recurring rumors. 
Indeed the basis is not very difficult to find. 
The constant movement of capital to the United 
States has created an intolerable situation for 
the Treasury because of the accompanying and 
unwelcome gold imports to this country. There 
appear to be other possible solutions of this vex- 
ing problem, however, without altering the pres- 
ent gold price. 

With curtailed speculative interest in world 
commodities at present, the most logical ap- 
praisal of the outlook for individual commodities 
would be made on the basis of their existing 
statistical position, rather than on the basis of 
presumed general price repercussions in the 
event of any change in the gold price. Some of 
the data pertinent to the present supply-and- 
demand position of leading commodities is pre 
sented in the following paragraphs. 
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Non-Ferrous Metals 


Notwithstanding the recent erratic price fluc- 
tuations of the non-ferrous metals, due to foreign 
speculation in futures contracts, to armament 
demands and to semi-speculative positions taken 
as a hedge against inflation, rising prices over 
the past year or so have been well supported by 
a substantial improvement in the statistical posi- 
tion of such metals as copper, lead and zinc. 
The April copper statistics, recently released, 
are a case in point. World output of copper in 
April, 1937, amounted to 215,740 tons as com- 
pared with only 135,850 tons in April, 1936, the 
production restriction agreement of the foreign 
copper producers having been abandoned in the 
interval and domestic mine production having 
been stepped up rapidly under the stimulus of 
price increases. To the surprise of the trade 
generally, April statistics showed a decrease of 
25,070 tons of refined copper stocks in spite of 
the increased production. Since January, 1934, 
when domestic refined copper stocks were 524,- 
060 tons, about 424,500 tons of the domestic sup- 
ply have been worked off, reducing stocks to 
below the 100,000 ton level, a bare workable 
minimum at the present rate of consumption. 
There apparently is still some lag between the 
higher rate of mine production and actual re- 
finery output of the finished metal, since blister 
stocks increased somewhat during April. De- 
mand factors continue highly favorable, however, 
with possible substantial additions to demand in 
sight from the building and electric power industries, 
both of which provided large outlets for copper in former 
good years, but are still taking the red metal at an 
abnormally low volume. With world consumption still 
running about 15,000 tons above refined production, 
there should be considerable support for the reduced 
domestic price of 14 cents a pound, notwithstanding 
the speculative upheavals recently noted. Over the 
longer term, the price might well work higher on antici- 
pated expansion in demands. 

Lead and zinc similarly enjoy a much improved statis- 
tical position. Although the reduction in lead stocks 
materialized much later in the recovery than the de- 
clines in stocks of both zinc and copper, the movement 
has been exceedingly rapid since it started in August, 
1936. At that time domestic refiners were carrying 
record stocks of more than 318,000 tons and by April 1, 
1937, this supply was reduced to below 213,000 tons. 
Since lead stocks are strongly held (the large bulk of 
available supplies being carried by several of the largest 
producers) the sharp increase in consumption during 
the past eight months has found the market highly 
responsive. Markets have been quiet recently in sym- 
pathy to the recessions in foreign metal markets. 
Gradual recovery to recent high is believed likely. Zinc 
has been highly sensitive to price repercussions abroad 
and quite likely will continue so because of the smaller 
mMmport tariff protection and consequently, the ability of 
foreign producers to deliver supplies here on a competi- 
tive basis. Aside from this factor, however, the statis- 
tical position of the domestic zinc markets is very strong, 
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supplies having long since been reduced to a minimum 
of necessary working stocks, by rationalized production, 
and consumption showing a secular trend upward as 
new uses have been developed for this metal. Principal 
demand sources of die-casting and galvanizing appear 
likely to be well sustained, although an inherent restric- 
tion on price advances exists because of the existing 
price equivalent of low cost foreign material. 


Petroleum 


The statistical position of petroleum has undergone 
marked improvement in the sense that surface supplies 
of crude oil were reduced to around 285,000,000 barrels 
in January—a fifteen year low record and approximately 
what the industry requires for its actual working stocks 
under present demand conditions. However, these sta- 
tistics do not tell the whole story. This reduction in the 
industry’s crude oil inventory has been accomplished 
largely through voluntary conservation programs and 
state-enforced pro-ration systems, which have further 
legal backing in the Connally Act and the Inter-state 
Oil Compact. Potential production (as distinguished 
from allowable production under state pro-ration plans) 
probably is about as large at present as it was after the 
discovery of the East Texas field with its disastrous 
flood of crude and a 10 cent a barrel price level. Pro- 
ration has been found to be an effective means of con- 
trolling the supply of crude at the well, however, and 
has permitted the industry to attain a satisfactory bal- 
ance between supply and (Please turn to page 195) 
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ng wt Washington 


BY E. K. T. 


Revolt in Congress, brewing for weeks, shows signs of 
breaking out in the open. No longer are bills being 
passed the way the President wants them just because 
he wants them that way. On show-down record votes 
‘President can still win, but spirit of independence 
has been growing so fast that his control is seriously 
threatened. 


Court reorganization prospects are that the President 
can still get his bill uncompromised by narrow margin 
if he uses the limit of his pressure, but at cost of perma- 
nent disaffection of the real Congress leaders. House 
is rapidly growing cooler on the bill, though if brought 
to vote there soon it probably would receive somewhat 
larger majority than in Senate, which appears evenly 
divided. But Iouse judiciary committee is more against 
it than the Senate committee. 

Significant thing is that while White House henchmen 
have been working desperately for three months to cor- 
ral votes for the court bill, it is losing support con- 
stantly. 





WASHINGTON SEES 


All too quiet along the Potomac—outwardly. 


Signs that Congress is breaking free from 
executive domination. 


Economy going too far for White House 
comfort. 


Farm program stymied by internal dissen- 
tion. 


Company union issue far from ended. 
Executive reorganization plan dead. 
Windfall tax in difficulties. 

F D I C swinging into action. 


S E C increasing in power and importance. 





Economy outcome will have much to do with Presi- 
dent’s control of Congress next year. If he gets discre- 
tionary authority to withhold appropriations where he 
pleases he will have club over Congressmen who will 
want certain activities continued, but if Congress holds 
the purse strings it will be free of this domination. 


Roosevelt's economy talk is being taken more seri- 
ously by Congress than he intended. He merely wished 
to head off inflationary scare and kill new spending 
legislation not dovetailing into his immediate program; 
is not ready to liquidate or curtail the New Deal. But 
Congress shows unexpected inclination to take him at 
his word and make real efforts to balance the budget, 
which may cramp his spending style severely. 


No "swing to right" should be inferred from economy 
talk, anti-trust actions, and failure to push new social 
legislation. Administration still favors heavy Govern- 
ment spending for aid of “depressed third”; still favors 
moderate “collectivization” of industry and agriculture 
under strict Federal control; has no intention of em- 
bracing doctrine of laissez faire and free competition. 
Wants to break up power of business men to determine 
major economic policies; wants to insure workers large 
share of national income; wants further protection of in- 
vestors from mismanagement by financial groups. This 
program is not abandoned, but delayed by inability to 
decide on details, by temporary need for economy show- 
ing, by desire to get Supreme Court bill through first. 


Company union situation is currently N L R B’s big- 
gest problem. Scores of companies have cut loose their 
employee representation plans in compliance with Wag- 
ner act, but employees themselves are reorganizing them 
to avoid being forced into outside union. Union or- 
ganizers fight this bitterly. Action is legal if entirely 
voluntary and spontaneous, but Board views all such 
with greatest suspicion and in some cases appears to be 
going beyond the language of the law in preventing 
employers from dealing with plant organizations. 


Government reorganization bill is wanted by Roose- 
velt more than he cares to admit, but it is snugly 
buried in Congress committee and won’t be passed this 
session. The more Congressmen think about the powers 
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it would give the President, the more they dislike it. 
Just one more sign of growing legislative independence. 


Trade agreements drive being renewed by State De- 
partment. Long program to show Great Britain she 
could benefit by tariff bargain with us is making some 
progress and may bear fruit soon. 


Gold imports still worry New Dealers, but obstacles 
face every suggestion for internal remedial action, and 
best bet is nothing will be done soon. Hope turning to 
foreign developments which may reduce flow. 


Windfall tax returns are now coming in after deadline 
has been repeatedly extended during past eight months, 
but tax is so complicated and con- 
stitutionality so doubtful that long 
litigation is in prospect. Yield is 
problematical but will be much be- 
low estimates. Processing tax re- 
funds also lag and face litigation. 


Unemployment tax rulings affect- 
ing co-ordinated Federal and state 
laws are being made so slowly by 
internal revenue bureau that state 
enforcement officials are greatly 
provoked; they and affected em- 
ployers may make public protests. 


Unemployment census plans are 
being pushed by executive officials 
and Congress committee in spite of 
Roosevelt’s open and repeated op- 
position. 


FDIC is determined to be domi- 
nating force in control of nation’s 
banking system. Swinging club of 
expulsion from insurance fund, it is 
campaigning against speculation by banks, low ratio of 
capital to deposits, large bank dividends, failure to 
charge off questionable loans and build up depression 
reserves. Is making a drive against chartering new 
banks and wants to reduce number of active banks 
through mergers. 


Wide World 


Credit institutions other than banks (particularly 
building and loan associations and personal and install- 
ment finance companies) may soon be faced with strict 
state regulation. F DI C and Home Loan Bank Board 
are both working for such. 


S EC program for more finance control legislation is 
slowly taking form, but Congress is being given chance 
to determine form and speed of bills. Recent recom- 
mendation for bankruptcy law changes to provide super- 
vision over corporation reorganizations is number four 
in series of eight growing out of long study of pro- 
tective and reorganization committees. Prior ones dealt 
with municipal bond defaults, real estate reorganizations, 
corporate trustees under indentures. Latter is embodied 
In new Barkley bill which will be pressed for early pas- 
sage; it imposes qualifications and duties on banks and 
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Major George L. Berry, new Tennessee Sena- 
tor is the first real labor leader in the Senate. 


trust companies serving under indenture agreements. 


Protection of investors and minority interests as 
against domination by banker-management group is ob- 
jective of S E C program. Forthcoming recommenda- 
tions will deal with foreign bond defaults, conflicts of 
interests in reorganization committees, voluntary cor- 
poration reorganizations, and general findings. Later 
will come reports on conduct of investment trusts and 
common trust funds of banks. Also S E C contemplates 
series of internal decisions and regulations affecting sev- 
eral important aspects of financing and security dealing. 

Thus S E C is destined to play increasingly important 
role in the nation’s financial activities and will be under 
constant temptation to take a hand in management and 
express its own opinions instead of 
objectively enforcing publicity and 
investor rights. 


Anti-boom statements by adminis- 
tration will not be continued at 
present. Feeling is inflation scare 
has been checked. Moderate busi- 
ness recession is expected by fall, 
with improvement in winter. 


Major Berry as new Tennessee 
Senator is first real labor leader in 
Senate, first Federally-dictated 
Senator; gives Roosevelt depend- 
able henchman; will have impor- 
tant influence on new labor and 
industry-control legislation. His 
personally conducted Council for 
Industrial Progress may now fold 


up. 


Child Labor showdown by Roose- 
velt may be forced by action of 
Senate committee in holding hear- 
ings on bills of two types: direct Federal regulation and 
Federal aid to state prohibition. President will have to 
say whether he prefers Federal to state control of this 
and related subjects. 


Farm land values are nearly high enough, in opinion of 
Farm Credit Adm. & Dept. of Agr. officials, and credit 
policies of former are being shaped to deter increases. 
F C A is strongly fighting Congress move to continue 
its subsidized low interest rates and relies on White 
House veto if necessary. 


Social Security amendments will not be rushed but 
entire subject will be studied deliberately by Congress 
committee, S S Board experts, and representatives of 
employers, employees, and public. Example of return to 
legislative processes and abandonment of brain-trust bill 
drafting. 


Oil fraud suspicions surrounding sale of California rail- 
road grant lands, harbored by Navy officials for two 
decades, now find receptive ear in House committee. 
Justice Department may be directed to reopen litigation 
long thought settled. 

















AMERICAN LOCOMOTIVE COMPANY 








Locomotives 


Demand 


BY ARTHUR M. LEINBACH 


; aa temptation to call American Locomo- 
tive the No. 1-prince-and-pauper-company 
of American industry is too great to resist. 
There may be better “princes” and better 
“paupers” but it would be difficult to find 
a more strikiag example than that of a 
concern with plant equipment designed to 
build 40 per cent of the locomotive equip- 
ment for the American railroads yet which 
did not get one single locomotive order from 
all of these customers during the entire year 
1932. The American railroads boast of hav- 
ing spent nearly one billion dollars annually for ma- 
terials and supplies used in their every-day operations 
during the past ten years. But in 1932, they simply 
were not buying items such as locomotives that run up 
to as much as $150,000 a piece. The locomotive building 
business was not merely depressed during the depression 
—it was literally and completely dormant. 

In most discussions of the prince-and-pauper aspects 
of the capital goods industries, United States Steel 
usually is cited because that company lost about 130 
million dollars in the three depression years 1932 to 
1934 and made a profit of about 620 million dollars 
during the five good years up to 1931. Yet the actual 
change in physical production was much less marked 
than in locomotives. In the worst year of the depres- 
sion, U. S. Steel manufactured 3,591,500 tons of finished 
steel products or almost one quarter of its 1929 produc- 
tion. 

In the same year, all of the locomotive companies 
together received orders for only 14 new engines, one 
locomotive for a foreign railroad being the only order 
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Hudson type passenger locomotive used on main lines of N. Y. Central. 


received by American Locomotive Company during the 
same year. In the five years ending with 1935, American 
Locomotive operations resulted in a net deficit of over 
$13,330,000. This compares with aggregate net profits 
of more than $29,000,000 during the preceding five 
years, which included one year in which the company 
realized net earnings before depreciation of more than 
$10,000,000. 

In 1936, however, the company began to cast aside 
the tattered rags of the pauper and again to play the 
role of the prince. Actual profits for the year were 
modest, covering only about half of the preferred divi- 
dend requirements, although it was the first year since 
1930 that the company realized any profit from opera- 
tions. The princely aspects of the situation lie in the 
fact that railroads have begun to buy new engines and, 
if present traffic trends continue, will have to buy 4 
lot more. American Locomotive had orders on hand 
for only 19 locomotives at the start of 1936 but after 
delivering 65 new engines carried over unfinished orders 
for 123 locomotives at the end of the year. From the 
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end of 1936 to the annual stockholders meeting on 
April 20, 1937, the company had delivered 28 additional 
locomotives and had unfilled orders on hand for 211 
more. Barring unforeseen contingencies, the management 
plans to step-up production sufficiently to turn out all 
of these orders during 1937. 

Business booked during the balance of the year will 
make up the backlog of orders which the company will 
carry into 1938. The probabilities are, moreover, that 
the princely era has only just begun. Given the scope 
of general recovery that most observers look forward 
to at present the company has at least several years of 
close-to-capacity operations at the locomotive works in 
sight over and above a continued although less spec- 
tacular expansion in earnings power from the non- 
locomotive lines to which the company has turned its 
attention in past years of declining locomotive demand. 

American Locomotive has not made it a practice to 
publish figures for its annual sales volume and complete 
data in this regard is not available. However, “Railway 
Age” compiles an annual tabulation of the equipment 
purchases of all railroads and this is generally consid- 
ered to be a reliable source of information as to the 
distribution of the business among the three locomotive 
builders from year to year. Although deliveries do not 
correspond exactly with the orders received in any 
year, this data nevertheless provides a basis for plotting 
the wide swings of the business of each company over 
a long term. From this data, it is figured that from 
1901 to 1910, which was a very good era for locomotive 
builders, an average of about 4,000 locomotives a year 
were bought by the American railroads. As American 
was then doing roughly half of the total business its 
average yearly orders probably ran about 2,000 engines. 
This was smaller equipment than is generally built today 
—corresponding in size and tractive effort to about 1,000 
present day locomotives. During the war, American 
Locomotive boasted a peak production of 125 engines 
a month—this high degree of efficiency being largely 
possible through standardization of engine design and 
the pressure of urgent demand for tractive power during 
the general speeding up of industry in war times. The 








NET INCOME 





fe) 
| 
t 

| 
































MILLIONS OF DOLLARS 
wo 












































‘22 ‘23 “ ‘26 ‘27 ‘28 ‘29 ‘30 ‘3! ‘32 ‘33 34 ‘35 ‘36 























post-war peak of locomotive buying was recorded in 
1922, when domestic locomotive orders totalled 2,600, 
and with American credited with about 40 per cent of 
the business its production in that year evidently ex- 
ceeded a thousand units. Since 1922, the trend of rail- 
road locomotive purchases has been downward with 
only two exceptions in 1926 and 1929. 

These figures are mentioned to give some idea of the 
kind of business that American Locomotive handled in 
past “good times,” when railroad traffic and earnings 
permitted the carriers to fill their equipment needs with 
a foremost thought to obtaining maximum efficiency in 
operations. The data given covers only domestic orders 
for steam locomotives. By way of contrast, it is to be 
noted that during the recent depression, American Loco- 
motive was credited with orders for only 25 domestic 
steam locomotives in 1931, none in 1932, one in 1933, 
45 in 1934 when two large orders were placed and then 
a setback to only 5 locomotives in 1935. In other 
words, the company received orders for 76 domestic 
steam locomotives in the five depression years men- 

tioned—as many as it turned out in two 





and a half weeks with operations at top 





LOCOMOTIVES ORDERED 


speed during the war. 
So far we have been dealing only with 





| numbers of locomotives, which of course 








| is only part of story, since the loco- 
motive built today is much larger, much 
heavier and much more powerful than 
the locomotive of ten to twenty years 
ago. With the same plant facilities, only 











| about half as many present day engines 
could be built and when built, they 











would do the work of twice as many old 
type engines because of their ability to 
pull longer trains at a faster scheduled 








speed, in both freight and passenger 
service. In addition, there have been 
proportionately more electric and Diesel 
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engines built in recent years and Ameri- 
can Locomotive has been well to the 
fore in the development of these types 























of traction power. With allowance for 
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Photos courtesy American Locomotive Co. 


At top: — The crack 
steam streamliner “Hia- 
watha.” 


Left: — Diesel Electrics 
are becoming increas- 
ingly more popular in 
switching operations. 


Below:—Pacific type 3- 


cylinder Freight Loco- 
motive. 


The Schenectady, N. Y., plant of American Locomotive Co. 





these factors, however, the comparisons stated 
give a fair picture of the extraordinary swings 
of locomotive construction from both extremes. 
They also provide a basis of measurement of 
the recent upturn in the business of the com- 
pany and of the potentialities by way of ear- 
ings expansion for American Locomotive Co, 
if and when railroad buying of traction equip- 
ment attains a more normal level. 

In 1936, which stands out conspicuously as 
the first really encouraging period since the de- 
pression, American Locomotive received orders 
for 147 domestic steam locomotives (not includ- 
ing the Montreal works of a wholly owned 
subsidiary) and actually completed and shipped 
65 locomotives during the year. Although the 
company reported a net profit of around $1,156,- 
000 for the year, this included a non-recurring 
item of $400,000 and originated entirely in the 
activities of the company outside of the loco- 
motive business. According to President William 
C. Dickerman, the locomotive division operated 
at a loss in 1936, in spite of the improved buying 
and higher rate of production. This is not sur- 
prising, however, when consideration is given 
to the fact that the 1936 output of new loco- 
motives was less than 10 per cent of the capacity 
of the Schenectady plant and the Montreal plant 
where the American and Canadian engine build- 
ing activities are now concentrated. 

During the depression years, when facilities 
of the locomotive plants were either thrown 
into complete idleness or could only be utilized 
to a small degree, the management intensified 
efforts to diversify manufacturing activities. 
The first steps along this line had been taken 
before the slump in locomotive buying became 
acute. Late in 1928, American Locomotive pur- 
chased Heat Transfer Products, Inc., which be 
came the nucleus for an extensive business in 
the production of heat transfer equipment later 
taken over by Alco Products, Inc. This sub- 
sidiary manufactures various types of heat 
transfer equipment for petroleum refineries, pub- 
lic utilities, refrigeration plants, marine service 
and other industrial uses; fabricated steel plates 
for water pipes, tunnel shields, caissons, ete. 
With the acquisition of the Jackson Engineering 
Corp., in 1928, its activities in design and manu- 
facture of heavy refining equipment for the oil 
and gas industries was extended considerably. 
Most of the entire 113 acre plant at Dunkirk, 
N. Y., has been diverted from production of 
locomotives to the manufacturing business of 
Alco Products, Inc. 

During 1929, American Locomotive acquired 
97 per cent of the capital stock of McIntosh & 
Seymour Corp., which owned the world’s largest 
plant devoted exclusively to the manufacture of 
Diesel engines at Auburn, N. Y. The first sue- 
cessful Diesel switching engine in the United 
States was bought by the Central Railroad of 
New Jersey in 1925, American Locomotive fur- 
nishing the mechanical equipment. It subse- 
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quently co-operated closely with General Electric, West- 
inghouse and Ingersoll-Rand in the development of 
various types of Diesel-electric locomotives. The acqui- 
sition of the old and well established McIntosh & 
Seymour concern was influenced by desire to keep in 


| the front rank of Diesel Locomotive progress. 


A large business in heavy duty stationary and marine 


| Diesels further diversified the activities of the company, 


however, and this subsidiary recently has been fully 
absorbed and now operates as the Diesel Engine Divi- 
sion, With headquarters at the Auburn plant. Other 
expansion of the company has been more directly related 
to the railroad equipment field, including steel wheels, 
steel tires and steel springs for both locomotive and 
railway cars. The replacement demand is an important 
factor in these divisions, however, and consequently 
these activities have had somewhat more stability than 
the construction of new locomotives. 

The American locomotive construction is now con- 
centrated at the Schenectady plant, the Richmond works 
having been shut down because of conditions during 
the depression and the Dunkirk plant having been 
largely diverted to the manufacturing activities of Alco 
Products, as discussed above. In Canada, locomotive 
production is concentrated at the 66 acre Montreal 
plant of the wholly owned Montreal Locomotive Works, 
Ltd., which also manufactures Diesel engines for oil- 
electric locomotives as well as for stationary and marine 
service. There is also a Canadian subsidiary manufac- 
turing steel wheels and steel tires for all classes of 
railway service. 

The estimated capacity of the Schenectady plant, con- 
sidering the type and size of locomotives that the 
American railroads require at the present time is placed 
at around 800 locomotives per annum. With the removal 
of steel forging facilities from the Dunkirk plant, all 
manufacturing operations for steam, electric and Diesel 
engines are now centered at the Schenectady works. 
which has been maintained in good physical shape and 
can be counted upon for efficient and economical pro- 
duction as the company’s volume of business 


the Schenectady Works and on a more efficient basis 
than in former years. 

The possibility of utilizing full capacity of present 
locomotive plant appears to be a pertinent considera- 
tion in appraising the present prospects of American 
Locomotive Co. Many observers believe that, given a 
continuation of general business recovery, the American 
railroads will have to order 2,000 locomotives a year to 
modernize rolling stock completely and attain the maxi- 
mum of operating efficiency. The latest data indicates 
about 43,725 locomotives on line, of which less than 20 
per cent are truly modern and almost half are consid- 
ered wholly obsolete for the present day traction re- 
quirements of the railroads. Only 36,645 locomotives 
are rated as serviceable and of these 2,156 are rated 
as stored. In the past the roads had a margin of around 
10,000 stored locomotives. The present margin is a fair 
indication of the existing urgency for new equipment 
to handle a presently increasing volume of freight ship- 
ments. 

Numerous examples might be mentioned of the large 
return which railroads have been able to realize from 
investments in modern efficient locomotives. One of the 
most striking illustrations is seen in the experience of 
Lehigh Valley on an investment of around $2,340,000 
in new locomotives in 1932. These engines were a spe- 
cially designed type for fast freight service between the 
Niagara frontier and tidewater at Jersey City. In fuel 
savings, service, speeding up of schedules, etc., Lehigh 
Valley calculates an annual saving of approximately 
$900,000 a year or a return of 38 per cent on this 
investment. Throwing off the lethargy, partly induced 
by the abnormal traffic volume and near financial] 
paralysis during the depression, the railroads are now 
fighting competitive mediums of transportation with fire 
in their eye. High speed scheduled freight runs now are 
common practice and shippers are now being solicited 
with the appeal of speed as well as safety, both requir- 
ing modern locomotion. The greater operating efficiency 
promoted by such equipment (Please turn to page 192) 
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On the basis of comparative figures for loco- 
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motive orders in recent years, it would appear 140 
quite probable that 1937 operations of the loco- 
motive division will approach that of 1930, the 
last year before the depression that the com- 
pany’s business was still on a profitable basis. 
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How nearly 1937 earnings will approach the (ff | 
33,778,000 net profits realized 1930, however, | 
is still largely conjecture this early in the year, | & 
since the actual plant set up has been substan- ||% " 
tially altered in the intervening six years. De- | i 
mand for new locomotives was falling rapidly | a 60 
in 1930, and operations for the full year were ye 
reported to have been only 20 per cent of plant |f{& 
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capacity. The diversion of the Dunkirk plant 
for other purposes then had only begun, how- 
ever, and in the meantime operations were 
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suspended at the Richmond locomotive plant. | 
Both plants could be re-equipped for assembly ‘an | 
of locomotives if necessary, but the company oO a 29730 T 3D s “a4 35>. 36 
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Dovelopments Worth Noting 


BY STEWART 


—_ of a rampant boom has temporarily evaporated, 
while attention turns to the question of how far inter- 
mediate reaction in commodity prices and stocks is 
likely to go. At Washington, however, our credit control 
authorities are still “boom conscious.” When the mar- 
kets turn around again and renew the advance, the 
Reserve Board and the S E C will be watching with a 
wary eye. They are determined to prevent, if possible, 
an unsound boom and its aftermath of terrific collapse. 
Yet the factual evidence strongly suggests that we are 
nowhere near a dangerous boom. As the accompanying 
chart shows, industrial production is still well under the 
level of the 1923-1925 period, even without allowing for 
growth of population during the past thirteen years. 
Output of goods is the backbone of the national income 
and our living standard—and is still in an area of seri- 
ous depression. The New Deal will never deliver “the 
more abundant life” to the common man unless produc- 
tion not only recovers to the 1929 level but goes on to 
a new high, as it always has done after former depres- 
sions. This can be done without excess of speculation 
in securities or commodities and without any strain 
whatever on our credit resources. We have a far larger 
credit base than ever before, yet the New Deal seems 
fearful of its use. Commercial loans are little more 
than half what they were in 1929. Security loans are 
little more than a third of the 1929 total and, indeed, 
are virtually at the depression low. In perspective it is 
easy to see that in the 1923-1929 boom we went wrong 
neither on industrial production nor speculation in com- 
modities, but on speculation in stocks and real estate. 
It was in these two fields, and especially stocks, that 
the credit boom and collapse had its heart. Neither 
element of weakness is present today and neither is 
likely to recur. Meanwhile, as Leonard Ayres has aptly 
remarked, the New Deal stands in considerable danger 
of “locking the barn doors before the family horse has 
even been acquired.” We may be living in a new age. 
Things may be different today—but one thing has not 
changed: We can not raise the living standard of our 
people without going forward confidently to the greatest 
production in our history. 


Borrowing to Spend 


The vast authority of central governments gives them 
a great prestige with the people and an enormous power 
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of example. Uncle Sam’s chronic deficits in the midst 
of returning prosperity, are partly the result of them- 
selves, so to speak. Borrowed money, is proverbially 
easy to spend, particularly when it is easy to get. Your 
Uncle is quickly reaching the limit of his borrowing 
capacity, because John Taxpayer is getting to the bot- 
tom of his pocket book. But Uncle has so long been 
spending easily acquired borrowed money—spending 
other people’s earnings—that he finds it difficult to re- 
turn to thrifty financing, and his loyal people have 
examined his ways, and find them good. If Uncle pre- 
fers to borrow, as now, in order to pay his debts, even 
though he has the requisite cash on hand, why should 
it not be easy for them to go and do likewise? So, while 
in a big way the famous gentleman of the red and white 
striped trousers is grandly giving his bonds, instead of 
his cash to pay his bills, his admiring children are doing 
business with the finance companies and the three-ball 
men to meet their modest obligations. The old philoso- 
phy of enrichment by the incurrence of debt is promptly 
raising its head again. Not the least of the social debits 
of the depression and the manner of its meeting is the 
corruption of financial morals, both politically and indi- 
vidually. For years and years to come we will be under 
the temptation of the multitudinous precedents of high 
degree to seek happiness and contentment in the fascina- 
tion of red ink accounting. 





Farming Returns to Its Own 


The agricultural statistical sharps have got it all fig- 
ured out that the farmers are going to stick a fat roll 
of greenbacks amounting to 10 billion dollars into their 
bright new blue jeans this year, 1937. This compares 
with something like 15 billion dollars of farm income in 
an abnormally good year back in war times, when high 
prices and high crop yields happened together. That is 
what is happening again this year, although prices and 
yields are not quite what they were in the gorgeous 
*teens. Cash income of the farmer, including Govern- 
ment benefits, was 1.93 billion in the first quarter, an 
increase of 23 per cent over first quarter of 1936; 707 
million of cash income received in March was within 22 
million of amount received in the same period of 1929. 
The national producers and distributors of goods know 
that like the proverbial coal heaver, the farmer is at 
addict to “easy-come, easy-go.” He has in reality to 
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work so terribly hard for his reward, even 
in the best of times, that he finds that he 
must get all the kick he can out of the bit 
of luxury that comes to him now and again, 
so the shrewd students of the national mer- 
chandising field are mapping a fall mer- 
chandising campaign that devotes particular 
attention to the eleven million people that 
live on the farms, and the 25 million people 
that live in the villages and towns of 5,000 
people and less, but at their utmost spend- 
thriftness, the farmer, en masse, has pretty 
sticky fingers. Remnants of his large in- 
come this year will stay with him longer 
than with city people. Hang-over prosperity 
from 1937’s fat income may be expected to 
persist in rural regions. 


=100 


1923-25 


Shortage of Labor Handicaps Industry 


A distinguished journalist and economist, 
George E. Sokolsky, has recently observed 
for himself what many humbler Americans, 
north, east, south and west, have long 
observed. 

Large numbers of men still haunt the re- 
lief rolls because, partly they and others, 
find that their habitual malingering has ac- 
tually made it an economic error, selfishly 
speaking, to go back to work because men 
in large numbers have worked at fake jobs, 
making a bluff at paying their own dole. 
Public expenditures and consequent taxes 
have gone up to such an extent that the 
workers on relief now realize that they can- 
not afford to return to work. Actually their 
own relief has become an absurdity to them 
as taxpayers. This is so, not because relief 
is not needed at the moment, but because 
of the way in which it is given and because 
many men will not do good work on ra- 
tional hours and at endurable wages. They 
simply do not, and perhaps will not pay for 
their own keep, although it is obvious that 
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in these waxing prosperous times, they can 
easily be an asset to the community, instead of a 
liability. 

On a visit to Erie, Pennsylvania, where he was study- 
ing that interesting social insect, the communist who 
is laboring with might’ and main to destroy the one 
economic structure in the world—the United States, as 
at present constituted, that gives the laboring man any- 
thing like a square deal (which, after all, is a deal 
that is not new in the United States of America), Mr. 
Sokolsky found that there were 19,300 men and women 
Wage earners in 1929, now there are 20,800, and yet the 
payroll in 1929 was $1,946,762; 1937, $1,859.735. “More 
persons,” Mr. Sokolsky observes, “are actually employed 
in 1937 than were in 1929. The difference between 
persons employed and the payroll arises from the fact 
that in 1929 the men worked 50 to 55 hours a week, 
while in 1937 they work 42 hours a week.” That is to 
say in 1929 these men pulled their own weight or better, 
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now they don’t pull it, and at the same time they have 
to support, as taxpayers and consumers, directly or in- 
directly, the burden of their self-made deficit. 

This is not the only reminder of the crooked economic 
thinking that the communist economists have succeeded 
in introducing in wide zones of thought and action. 
Reports from many sources reveal beyond question that 
the restraints imposed by organized labor upon the train- 
ing or the number and requirements of apprentices is 
resulting in the strangling of reviving industry through 
lack of skilled workers. Jobs for both skilled and un- 
skilled go unfilled because there are none to respond 
to the appeals of employers for the skilled, while the un- 
skilled dumbly confront the empty jobs for their kind. 
Not long since, men could not work because nobody 
wanted them. Now some men cannot work because 
others are not permitted to work by the rules of their 
own fellows. 
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aici: says the old adage, killed the cat, but 
modern industrial curiosity has brought to light many 
useful and profitable wonders; among them the motion 
picture. And when in recent weeks motion picture 
securities betrayed a weakness and prices dived sharply 
without cause apparent above the commercial horizon. 
those holders whose strong boxes hold nicely engraved 
evidences of ownership in Columbia, Metro-Goldwyn- 
Mayer, Paramount, Warner Brothers, etc., naturally 
evinced some curiosity. Why? they want to know. So 
let us look behind the silver screen for a little. 

To begin with, as has been mentioned in these columns 
on several occasions, the motion picture industry pos- 
sesses certain advantages which make it partially invul- 
nerable to cycles of economic change, and certain dis- 
advantages which tend to lay it more widely open than 
other industries to certain forms of trouble. 

In the three years that have passed the income of the 
industry has lifted steadily, due 
in part to normal recovery 
processes and in greater part to 
far better pictures than the in- 
dustry has ever produced. But, 
as a result of what seems to be 
a law in such matters, with 
better conditions comes great- 
er dissatisfaction, not only on 
the part of those inside the in- 
dustry, but to those outside, 
and both groups spell menace. 
As this is being written the in- 
dustry is undergoing a mild 
attack of labor dispute. The 
argument is the old one of a 
demand for recognition of the 
unionized crafts engaged in mo- 
tion picture production and 
there are some twenty-five of 
these. The attack is compara- 
tively mild because a group of 
five crafts have a new agree- 
ment which guarantees them 
closed shop and higher wages, 
and by the new agreement they 
are debarred from active par- 
ticipation in the demands of 
the non-agreement crafts who 

vant the same arrangement. 
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Ups and Downs 


in Movietown 


BY C. F. MORGAN 


On April 4 in New York City conferees representing 
studios and certain labor crafts met and agreed first to 
continue the basic agreement between the studios on 
the one hand and the carpenters, electrical workers, 
teamsters, etc., and the organized projectionists, and 
second that there should be a 10% raise in wages for 
the ensuing year. The actors and the painters tried to 
get in on the agreement and were refused. 

Then the Supreme Court ratified the Wagner Act and 
everything took on a new complexion. 

The painters had been party to the basic agreement 
until 1932 when they withdrew because of peeve. Since 
then they have tried to get back in and bring the make- 
up artists and hair dressers with them, but the studios 
couldn’t see how a hair dresser has anything in common 
with the fellow who sprayed paint with an air gun. The 
painters were told they could come back if they left 
the make-up and hairdressing crafts outside the door. 





“Movietown," the Capitol of the Industry 
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Then the argument was transferred 
to Hollywood and between adjourn- 
ment and the Hollywood meeting the 





Movie Hits—Recent and Prospective of the "Big Eight" 


























Supreme Court stepped in. Almost —-— 
immediately the presiding genius of 4 Kent Bow Oates Cae 
painters, Charles Lessing, organized ace ban bet tain 
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would. Now the Federated Crafts 
are down to three unions; the Ameri- 
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can Federation of Labor won’t sup- 
port them and the barbers have 
claimed the make-up artists and the 
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hairdressers. So, whether the paint- 
ers, trying desperately to save their 


Metro Goldwyn-Mayer.............0.05005 Maytime 


Captain; Courageous 
Camille Parnell 
After the Thin Man A Day at the Races 
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“holding the bag.’ 

Now we come to another buzz-fly. 

Quite a few years back Marcus Loew evolved a 
principle of trade. Having a large number of theaters 
which needed motion pictures, he purchased a producing 
company to protect their needs. Out of that purchase 
grew M-G-M. And Adolph Zukor, former associate of 
Mr. Loew in the fur business, who was at the head of— 
as it was then—Famous Players Pictures Company— 
applied reverse English to Mr. Loew’s principle and 
acquired a flock of theaters to protect his production 
interests. (Prior to these things, as in most industries, 
manufacture was one thing, retail sales another.) And 
now was laid beside the warming cinema fire a neat 
little bundle of fat, most interesting in its possibilities, 
for other production companies—Fox, Warner, Universal, 
United Artists—went and protected themselves likewise. 
Today close to 4,000 of the best and biggest picture 
theaters in the country are in the big company chains, 
with eight or nine thousand little ones outside. And it 
is conceded that the chain affiliates do more than 55 
per cent of the total business of all the picture theaters. 
To apply another old proverb; the big producers, by 
their theater ownership, have given hostage to fortune. 

Los Angeles is regarded, industrially, as the last stand 
of the open shop principle. Yet in the very middle of 
this principle stands the great motion picture industry, 
slowly but surely being unionized into a closed shop. 
Normally the picture business would remain open shop, 
but the union affiliation at present has those hostages in 
the form of the theaters. And like it or not, the projec- 
tionists union grips the motion picture theaters of the 
country in its hairy fist. So now we have this potential- 
ity: A craft essential to the studios in Los Angeles and 
duly affiliated with a parent labor organization to which 
the projectionists also belong, gets into a wrangle with 
the studios and a strike is called. This craft. inci- 
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dentally, is not one in the agreement. The studios 
decline to meet the demands and then we have the 
sympathy of the projectionists for brother craftsmen 
expressed in a general walkout or refusal to project the 
pictures of the studios involved! 

In an ordinary industry sinking funds usually are set 
up—or we may call them reserves—to cover certain 
unknown eventualities, but the picture business appar- 
ently has never done this. It lives from hand to mouth; 
from theater box office to production studio. If this 
stream of revenue is interrupted for one or two weeks 
the studios feel the pinch and in a month of no income 
may not meet payrolls. There is no suitable reservoir 
in between to take up ebb and flow and that, this com- 
mentator believes, is one of the dangers of the business. 

The next problem is potentially and actually almost 
as serious, save that in this case sheer waste is the issue. 
Let us use the harmless but necessary typewriter ribbon 
as an example: Let us say that in your own office a 
typewriter ribbon lasts one month before its impressions 
become faint. But suppose your office manager arbi- 
trarily insists on throwing the ribbon away at the end 
of ten days or two weeks, while there is still plenty of 
use in it. Well, just that situation exists in the motion 
picture business. It works this way: 

The Jewel Theater in Whatsburg buys the output of 
such and such a studio. The new picture goes on the 
screen on Monday and runs until Wednesday night 
when it is automotically replaced by a newer offering. 
not because its pulling power is exhausted, but because 
the exhibitor believes that -“his patrons” want a new 
picture so they can patronize him twice a week, and he 
is sure that if they can’t visit his theater twice a week 
they will sit at home and mope. Which, of course, is 
pure poppycock. Motion (Please turn to page 194) 
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Conservatively Capitalized 


and Managed 


Higher Earnings in Prospect 


BY FRANCIS C. FULLERTON 


i —_ are holding companies and holding companies, 
and, although it is sometimes difficult to draw the line 
between the sound and the unsound, it is characteristic 
of the better ones that they have not run the holding 
company idea into the ground, that operating proper- 
ties are not overly scattered, that they do not bolster 
their own financial position by borrowing money from 
their subsidiaries and that they do not charge their 
subsidiaries fees for “supervision.” By these standards 
American Gas & Electric belongs decidedly in the 
sounder group. 

By means of a holding company pyramid it is possible 
theoretically for an investment of a thousand dollars 
(or less) to control every pub- 


ruption from 1926 to 1934, inclusive. In 1935 half as 
much again was distributed, while last year there was a 
slight reduction to $1.40 a share. Admittedly it had 
been the company’s custom to pay dividends in stock 
as well as cash and that the former were eliminated in 
1935, nevertheless it is something of an achievement 
that a public utility holding company was able to main- 
tain throughout the depression the cash dividends to 
which its stockholders had grown accustomed during the 

years that were boom times for the utility business. 
It was said to be characteristic of the sounder public 
utility holding companies that their operating properties 
are not too scattered: this was meant in the sense that 
there is greater economic justi- 








lic utility company in the 
country. Looking at the capi- 


fication for, and_ therefore 
greater soundness in, a utility 





tal structure of some of these 
companies, it would seem that 
this is just exactly what they 
proposed to do. The American 
Gas & Electric Co., however, 
has always had a real equity 
in the earnings of its operating 50) 
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tucky, Virginia and West Vir- 
ginia and they are all inter- 
connected with transmission 
lines. In addition, however, 
the company controls two iso- 
lated properties, one in the 
south of New Jersey serving 
Atlantic City and one in Penn- 
sylvania serving Scranton and 
Wilkes-Barre. The Public 
Utilities Act gives the Securi- 
ties & Exchange Commission 
broad powers of discretion in 
connection with the life and 
death of holding companies 
and, although it might frown 
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upon the isolated properties of American Gas & Electric, 
it may well be supposed that it would regard favorably 
the major, integrated portion of the system. Thus it 
would seem that the company has less to fear than most 
from Federal regulation. 

Before passing from the political aspects of the public 
utility question, it might be well to define the status of 
the American Gas & Electric Co. in regard to Govern- 
mental competition, for some of the company’s proper- 
ties lie in the sphere of influence of the Tennessee Valley 
Authority. Fortunately, in this particular case the 
threat to private capital does not appear to be a par- 
ticularly grave one. In the first place, American Gas & 
Electric is not vitally involved in the area within which 
it is possible to transmit economically power from the 
Tennessee River. In the second place any properties 
that might be affected in theory are the less likely to 
be so in actuality because of their admitted efficiency 
and their already low rate structures. 

The capitalization of the American Gas & Electric Co. 
is among its most interesting features. One frequently 
finds in companies of this kind that its own debentures 
and preferred stocks rest on nothing firmer than the 
common stocks of the operating subsidiaries, or even on 
the common stock of an intermediate holding company. 
In this case, however, the holding company owns not 
only all the outstanding common stock of its affiliates 
but owns in addition a substantial amount of their 
senior securities. The total outstanding funded debt of 
subsidiaries is in the neighborhood of $200,000,000 and 
of this the American Gas & Electric Co. owns roughly 
$60,000,000. Of the subsidiary preferred stocks out- 
standing the public holds something less than $50,000,- 
000 face value, while the company holds nearly $30,- 
000,000 face value. 

Let us turn now to the capitalization of the parent 
company itself: the first claim is held by the owners of 
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the $40,000,000 5% debentures of 2028. Prior to Decem- 
ber, last, there were $50,000,000 of these debentures 
outstanding but, following financing on the part of a 
subsidiary which resulted in American Gas disposing of 
certain securities and being reimbursed for advances 
made previously, a financial position already strong 
became such that it was decided to retire $10,000,000 
of the parent company’s debentures. Following the 
debentures, there are some 356,000 shares of $6 pre- 
ferred stock outstanding. In order to service its own 
funded debt and pay dividends on its own preferred, 
the American Gas & Electric Co. requires something in 
excess of $4,000,000 annually. On its holdings of bonds 
and preferred stocks of subsidiaries the income is about 
$5,000,000 annually and, hence, the senior obligations of 
the holding company are backed in effect not by com- 
mon stocks at all but by bonds and preferreds of operat- 
ing (or near operating) companies. 

The whole capital set-up of the American Gas & Elec- 
tric system is conducive to large scale refinancing and 
reshuffling operations which would certainly react to 
the benefit of the parent company’s stockholders. The 
average coupon carried by the funded debt of sub- 
sidiaries is better than 5%, while the dividends paid by 
none of the subsidiary preferreds is less than 6% and 
for a substantial portion of them it is as much as 7%. 
Refinancing, however, is being held up by lawsuits and 
the general uncertainty which has been generated by 
the Public Utility Act. Nevertheless, the present diffi- 
culties will be ironed out sooner or later and, when they 
are, it is to be expected that there will be drastic changes 
made in the financial structure of the American Gas & 
Electric system. Owning as it does all the common 
stock of its subsidiaries, once in a position to finance 
freely it is not inconceivable that American Gas & Elec- 
tric might actually merge some of its operating proper- 
ties, simplify its make-up and (Please turn to page 186) 
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Anaconda Copper Mining Co. 


The earnings of Anaconda Copper Mining Co. in 
the first quarter of this year were the best for that 
period in eight years. Net income of $8,537,100 was 
equivalent, after interest, depreciation and other charges, 
to 98 cents a share on the 8,674,338 shares of capital 
stock. Per-share earnings would have been increased 
about 10 cents in the first three months had the com- 
pany’s equity in undistributed earnings of subsidiaries 
been included. The foregoing earnings represent busi- 
ness booked in the final quarter of 1936 when copper 
prices averaged slightly over 10 cents a pound. Average 
prices for copper in the first three months of this year 
were estimated at somewhat better than 12 cents a 
pound, on the average. 

Anaconda Copper is the largest single factor in the 
copper industry, with important producing properties 
located both in this country and in foreign fields. 
Domestic producing properties located near Butte, 
Montana, are equipped for the production of approxi- 
mately 360,000,000 pounds of copper per annum. This 
is inadequate, however, to fully meet copper require- 
ments of the company’s fabricating subsidiaries. The 
latter include American Brass Co. and the Anaconda 
Wire & Cable Co., both of which contribute substan- 
tially to profits under normal industrial conditions. 
The company’s principal foreign sources of copper pro- 
duction include the Chile Copper mine and plant with 
an annual capacity of about 450,000,000 pounds of cop- 
per, the Andes Copper mine with about 230,000,000 
pounds production and the Greene Cananea Copper 
property in Mexico with about 100,000,000 pounds pro- 
duction capacity. Foreign mining operations were cur- 
tailed by agreement among foreign producers until the 
latter part of 1936, when the agreement was virtually 
abandoned. The company’s Mexican properties were 
closed for about two and one-half months last year due 
to labor difficulties. Despite these restrictions, the com- 
pany’s 1936 net income rose 42% above 1935 on an in- 
crease of 26% in gross sales and earnings. Net income 
was equal to $1.83 per share, as compared with $1.29 per 
share earned in 1935. Dividends paid on the stock last 
vear totalled $1.25 per share. 

This year earnings should more fully reflect the 
increased production and higher prices. While copper 
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prices have receded about 3 cents from their previous 
high this year, the present 14-cent level would appear 
to have gone a considerable distance toward correcting 
the over-bought position of the metal. Further, copper 
is favored by an exceptionally strong trade position; 
world stocks are the lowest in many years and it is ex- 
pected that principal consuming outlets will enlarge their 
takings this year. 

In the case of a company so large and with as many 
extensive and complex ramifications, it is difficult to 
make any reasonable estimate of earnings. It is a safe 


conclusion, however, that Anaconda is well situated to 
participate in the improved outlook for the copper in- 
dustry as a whole, a prospect which appears conserva- 
tively appraised by recent quotations for the shares of 
around 50. 


Winois Central Railroad 

Reflecting an increase of 
about $17,500,000 in operating 
revenues, accompanied by a 
substantial reduction in main- 
tenance outlays, operating in- 
come of Illinois Central in 
1936 increased about $10,400.- 
000 to over $17,000,000, and in 
place of a deficit of nearly 
$10,000,000 suffered in 1935, 
the road earned fixed charges 
in full by a margin of $765,000. The latter figure was 
equal to better than $4 a share on the 6% preferred 
stock. The showing of the road last year was the best 
since 1930. 

In applying recently for a $10,000,000 loan from the 
R FC, the management of Illinois Central forecast 1937 
income of $2,684,699, which would compare with 1936 net 
income of $764,743. Moreover, these estimates give 
effect to a charge against income of $2,024,300 under 
the Retirement Act of 1935. The constitutionality of 
this Act is being contested, and should it be declared 
unconstitutional the road’s estimated income after 
charges would be increased to $4,709,000. 

Notwithstanding the severe flood losses suffered by 
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the road earlier this year, a substantial gain in March 
traffic raised net operating income for the first quarter 
to about $3,000,000, with the loss after all charges placed 
at about $975,000. In the corresponding period of 1936, 
the net loss after all charges was $874,000 and net operat- 
ing income was $3,260,000. 

The Illinois Central provides the shortest traffic route 
from the Great Lakes to the Gulf, and among important 
cities served are Chicago, New Orleans, Indianapolis, 
Louisville, St. Louis, Memphis, Birmingham and Vicks- 
burg. This territory provides the road with an excep- 
tionally broad diversification of traffic. Funded debt 
of the Illinois Central System amounts to about 
$378,000,000 and comprises about 70% of the total 
capitalization. Ahead of the 1,357,995 shares of common 
stock are 186,457 shares of non-cumulative 6% preferred 
stock. The capital structure of the road is such that the 
common stock has a high leverage factor, indicating 
the possibility of a substantial gain in per-share earn- 
ings, with the benefit of only a comparatively modest 
gain in traffic and revenues. Financial position of the 


road has improved and since 1930 current liabilities have 
been reduced more than $13,000,000. 

The Illinois Central is well situated to participate in 
the mounting industrial recovery throughout the terri- 
tory served and the company’s shares, currently quoted 
around 30, merit favorable consideration for speculative 
funds. 


Youngstown Sheet & Tube 


The effect of double - bar- 
relled leverage inherent in the 
production set-up and capi- 
talization of the average steel 
company dependent upon de- 
mand for heavy steels is 
graphically portrayed in the 
recent earnings performance of 
Youngstown Sheet & Tube. 
In 1935, this company re- 
ported earnings equivalent to 
$10.65 per share on 150,000 shares of $5.50 preferred and 
64 cents on the then outstanding 1,200,000 shares of 
common. Last year, through the benefit of a 47% gain 
in sales, net profit skyrocketed to $10,564,501, equal. 
after preferred dividends, to $7.03 a share on 1,384,752 
shares of common stock. In the first quarter of the cur- 
rent year, the increase in earnings was even more vig- 
orous and net of $4,886,019 recorded a gain of 158% 
over the corresponding period of 1936, and was the best 
showing for that period made by the company since 1929. 
On the basis of this showing, and even allowing for some 
later slowing up in the rate of steel activity, guessing 
the company’s earning power at around $9 to $10 per 
share does not appear to be an excessively optimistic 
appraisal of current prospects. 

Youngstown Sheet & Tube Co. is one of the largest 
of the so-called independent steel units. In recent 
years the management has pursued an aggressive 
program of property expansion, solidifying the com- 
pany’s position as the fifth largest producer of steel, and 
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diversifying output and capacity to include a larger out- 
put of light steel products. 

Last year, all accumulated dividends on the preferred 
shares were eliminated and the regular $5.50 rate is now 
being paid; and dividends on the common were resumed 
this year for the first time since 1931 with an initial 
declaration of 75 cents a share. Out of the original 
$30,000,000 issue of 314% convertible debentures, $24,- 
198,000 have been converted into 387,184 shares of com- 
mon stock, $290,000 have been redeemed for cash, 
leaving $5,512,000 debentures outstanding and a total 
of 1,587,184 common shares issued. Probabilities are 
that complete conversion will be effected within another 
two or three months. Thereafter funded debt will con- 
sist of only $61,500,000 4% first mortgage bonds due 
in 1961. Resulting savings in fixed charges will amount 
to about $2,000,000 annually, or about $1.15 per share 
on the 1,676,000 shares that will be outstanding when 
bond conversion is completed. Selling at 85, the shares 
are a promising candidate, offering well founded possi- 
bilities for price appreciation and increasing dividend 
returns. 


General Electric Co. 


The report of General Elec- 
tric Co. for last year was the 
best since 1930. Net income 
amounted to $43,947,000, after 
depreciation, interest and taxes, 
or the equivalent of $1.52 a 
share on 28,845,927 shares of 
common stock outstanding. 
For 1935, General Electric’s 
earnings were equal to only 
97 cents a share of common. 
Emphasis was given to the good showing for last year 
by the declaration of a 40-cent dividend earlier this 
year, the quarterly payments having previously been 
maintained at 25 cents, augmented by a 50-cent extra 
at the end of last year. 

New business booked by the company in the first 
three months of 1937 was the largest for that period 
in the company’s history. Total orders received in 
the first three months of this year were $105,747,000, 
compared with $59,569,879 in the corresponding period 
of last year, an increase of 78%. Business booked by 
the company in the first quarter of 1929 amounted to 
$101,365,208. Earnings likewise gained appreciably 
in the first quarter of this year. Net income of 
$11,626,408 was equal to 40 cents a share on the com- 
mon, as against 25 cents in the comparable period of 
last year. The rising volume of business has permitted 
the company to widen its margin of profit and the 
profit ef $9,375,421 on billings of $73,412,420 in the first 
three months this year was equal to 12.77%, the best 
margin since the first quarter of 1931 when net was 
equal to 13.24% of billings. Considerable significance 
attaches to the fact that the sales being billed by the 
company are lagging behind orders received, indicating 
that a larger proportion of new business is for the 
heavier type of equipment, such as generators, turbines 
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and their like. This development is highly favorable. 
Meanwhile, demand for the lighter types of equipment, 
particularly electrical appliances for use in the home, 
shows no signs of diminishing. 

The shares of General Electric customarily sell at an 
unusually high ratio to earnings. Considerable justifica- 
tion for this characteristic, however, may be found in 
the company’s excellent record, even under adverse con- 
ditions, as well as the broad opportunity which it has to 
share generously in the further extension of general 
business recovery. The shares, accerdingly, combine 
investment merit with well substantiated possibilities 
for longer term price appreciation. Recent price, 50. 


Allis-Chalmers Mfg. Co. 


The shares of Allis-Chalmers 
Mfg. Co. are quoted some 
20 points below the high level 
attained earlier this year, a 
greater decline than has oc- 
curred in the market as a 
whole. Yet this condition has 
not been the result of any 
adverse change in the very 
promising outlook faced by the 
company at the beginning of 
the year. It is true, of course, that the shares, at their 
previous high, were quoted at a generous ratio to earn- 
ings, but this is not unusual in the group with which the 
shares of Allis-Chalmers are identified. The probabilities 
are, however, that the decline can be largely accounted 
for by factors more or less technical in nature. 

Last year $15,000,000 of the company’s 4% debentures 
were converted into common stock, resulting in an in- 
crease from 1,344,394 shares to 1,769,367 shares out- 
standing. More recently the company has announced 
its intention of giving common shareholders the privi- 
lege of subscribing to 161,000 shares of new convertible 
preferred stock, suggesting that ultimately there will 
be a further increase in the number of common shares 
outstanding. Last year the company’s net sales in- 
creased over $20,000,000 and net income of $4,014,112 
compared with $1,985,137. Owing, however, to the 
larger number of shares outstanding, per-share results 
of $2.27 in 1936, as compared with $1.47 in 1935, fell 
below previous expectations. Last year the company 
paid out $2,343,776 in aggregate dividends, equal to 
$1.50 a share, and paid a Federal surtax on undistributed 
profits of $650,000. As a consequence liquid resources 
were depleted and current assets of nearly $39,000,000 
at the close of last year included only about $1,350,000 
in cash and marketable securities. Current liabilities 
were $11,265,983. At the end of 1936, unfilled orders 
amounted to nearly $14,000,000, as compared with about 
$7,500,000 at the close of the previous year. Moreover, 
the company’s farm implement and tractor business has 
continued to expand rapidly, creating a heavy demand 
for liquid working capital. Funds which will be de- 
rived from the sale of new preferred stock will be used 
not only to bolster working capital but for expansion of 
manufacturing facilities in the company’s farm imple- 
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ment and tractor divisions. In the long run, therefore, 
it would appear that the same developments which may 
be held responsible for the decline in the shares will 
redound to the benefit of stockholders. 

Allis-Chalmers is a prominent factor in three impor- 
tant fields, electrical equipment, industrial machinery 
and farm equipment. All of these divisions contributed 
a larger volume of business and earnings last year and, 
barring a more serious slump in general business than 
now seems likely, have an excellent chance of recovering 
substantially all of the ground lost during the depression, 
Reliable estimates place first quarter earnings at be- 
tween 75 cents and 80 cents a share and the anticipated 
results for the second quarter should raise earnings in 
the neighborhood of $2 a share for the first six months 
of this year. On the whole, therefore, present levels at 
which the shares are selling, around 60, would appear to 
present an attractive opportunity to acquire broad rep- 
resentation in the durable goods group. 


U. S. Rubber Co. 


Coincident with the high 
measure of competitive stabil- 
ity which has been achieved 
by the rubber industry, as a 
whole, there has occurred a 
marked improvement in the 
affairs of U. S. Rubber. Last 
year, a 25% increase in sales 
volume, higher prices and a siz- 
able reduction in fixed charges 
enabled the company to report 
net income of $10,172,484, equal after allowing for divi- 
dend requirements on the 8% non-cumulative preferred 
stock to $3.31 a share on 1,497,531 shares of common 
stock outstanding at the end of the year. In 19365, net 
income of $6,532,237 was equivalent to 90 cents a share. 
In addition, the company’s plantation subsidiary re- 
ported a profit of $1,913,790, comparing with a net profit 
of $967,695 in 1935. Since 1931 outstanding funded debt 
of U.S. Rubber has been reduced more than $40,000,000 
to $53,233,700, and at the end of last year current assets, 
including nearly $13,000,000 in cash and marketable 
securities, amounted to $80,646,727, while current liabili- 
ties were $23,693,401. 

Sales and earnings have maintained an upward trend 
in the current year; tire prices have been advanced 
twice; and sales of rubber footwear, mechanical rubber 
goods and other items, on which profit margins are 
wider, have likewise recorded good gains. Until recently, 
it was expected that tire prices would again be advanced, 
but any action in this respect seems likely to be post- 
poned as a result of the recent decline in crude. rubber 
prices. 

The two advances in tire prices made earlier in the 
year will probably prove sufficient to compensate fully 
for the increased cost of raw materials and higher wages 
now in effect. The rate of sales gain will doubtless show 
some slowing up in subsequent months, inasmuch as 
dealers previously bought ahead in anticipation of higher 
prices. For the year as a whole, U.S. Rubber may show 
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as much as $5 a share, exclusive of subsidiary earnings. 

Despite the marked improvement in earnings, neither 
preferred nor common dividends are likely to be resumed 
in the near future. The management is desirous of fur- 
ther restoring the company’s finances, before paying 
dividends, and under the terms of the indenture of the 
first and refunding mortgage is in a position to do so 
without being subject to the surplus profits tax. Viewed 
in relation to the company’s longer term prospects, 
speculative commitments made in the shares of U. S. 
Rubber at current levels of around 55 should prove 
wholly profitable. 


Pullman, Inc. 


Activities of Pullman, Inc., 
subsidiaries embrace two major 
divisions of the railway trans- 
portation industry—the opera- 
tion of Pullman cars and the 
construction of freight and 
passenger cars and _ buses. 
Stimulated by a_ substantial 
increase in passenger travel, 
under the inducement of re- 
duced fares, and material im- 
provement in railroad revenues, both branches of the 
company’s business underwent considerable improve- 
ment last year. The combined effect of these develop- 
ments was to produce a net profit for the company of 
$6,347,107, equal to $1.64 a share on 3,874,515 shares of 
capital stock. The showing last year was in marked 
contrast with 1935 when a net loss of $273,728 was 





reported. 
During 1936, Pullman-Standard Car Mfg. Co., 
Pullman, Ine.’s, manufacturing subsidiary, booked 


orders for 13,800 freight cars and entered the current 
year with unfilled orders on its books for 8,950 units. 
A substantial volume of orders has been received this 
year, the total in the first quarter amounting to 4,572 
units. Last year, however, the great bulk of the busi- 
ness was received in the final quarter, with the result 
that the contribution to earnings will be increasingly 
evident in the current period. During the past several 
years the company has been engaged in a program of 
modernization, including air-conditioning and other im- 
provements, of its various passenger cars and other de 
luxe travelling equipment. Along with lower fares, the 
company, as a result, has regained considerable competi- 
tive advantage over the other mediums of transportation. 

The initial quarter of the current year was the best 
for the company since 1930. Net profit of $3,276,699 
was equal to 85 cents a share on the capital stock, com- 
paring very favorably with the equivalent of 31 cents a 
share earned in the March quarter of 1936. As a conse- 
quence, profits for the twelve months to March 31, last, 
were equal to $2.20 a share, against 6 cents a share 
earned in the comparable period of 1936. Financial con- 
dition of the company is excellent, lending considerable 
weight to the possibility of an upward revision in the 
present $1.50 dividend rate. Current assets at the end 
of last March were in excess of $81,000,000, including 
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$39,399,849 in cash and U. S. Government bonds, and 
current liabilities were $18,701,203. Plans for the cur- 
rent year call for the introduction of a fleet of lightweight 
sleeping cars as part of several crack passenger tfains 
and an active research and engineering department may 
be relied on to keep the company well in the van of 
new transportation developments. The success which 
the company has had in the development of streamlined 
trains has made it one of the most prominent factors 
in this important and growing field. With reasonable 
assurance that those factors responsible for the im- 
proved earnings last year will be even more effective 
currently, the shares of Pullman, at recent levels around 
58, invite favorable investment consideration as one of 
the more conservative media for participating in the 
revival of the railway equipment industry. 


Amerada Corp. 


The activities of Amerada 
Corp. are confined to a single 
phase of the oil industry—the 
extraction of crude oil. The 
company has been exception- 
ally suceessful in its explora- 
tion and drilling activities and 
on a per-share basis, Amerada’s 
estimated proven reserves are 
larger than any other publicly 
owned company in the United 
States. Estimated reserves of crude oil totalling 190,- 
000,000 barrels would be equivalent to 240 barrels per 
share of outstanding capital stock. 

Last year Amerada’s net production of crude oil 
amounted to 8,853,688 barrels, a daily average of 24,190, 
as compared with a daily average of 21,367 in 1935. 
At the end of the year the company had 1,066 productive 
oil wells, against 909 a year earlier. The average price 
for crude oil sold during 1936 received by Amerada was 
$1.07 a barrel, or 10 cents more than the average during 
the preceding year. A combination of increased pro- 
duction and higher prices resulted in earnings of 
$1,983,901, after depreciation, depletion, drilling costs, 
etc., equivalent to $2.52 a share on 788,675 shares of 
capital stock. A moderate gain in profits was shown in 
the first quarter of this year, net being equivalent to 
66 cents per share, as compared with 60 cents per share 
in the same months of 1936. Earnings, however, are 
stated on a very conservative basis and the fact that the 
shares customarily sell at an unusually high ratio to 
indicated earnings, suggests that the market appraisal 
is more concerned with potentialities than immediate 
earnings. The present dividend rate of $2 annually has 
been in effect since 1926, but at 94, the stock obviously 
offers little inducement from the standpoint of income. 
On the other hand, the shares constitute the sole equity 
in a huge supply of crude oil, an asset which promises to 
become increasingly valuable in the future, while the 
current prospect of the company is favored by a larger 
output and a possible increase in the present level of 
crude oil prices. 

(Please turn to page 194) 
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Profit Possibilities 


in Defaulted Rail Bonds 


Reorganizations Likely to Be Speeded 


After Long Delay 


BY MUNROE E. 


P RACTICALLY every railroad in the United States has 
at one time been forced into receivership and subse- 
quently reorganized. Some of the most highly respected 
railroad bonds of today originated in reorganization and 
the advanced investment rating which these issues 
enjoy reflects fully as much credit upon the foresight 
and realism of reorganization managers as it does upon 
the operating success later attained by the road. In- 
vestors who shared this foresight were handsomely 
rewarded. 

At the present time about 30 per cent of the coun- 
try’s railroad mileage is in receivership. Outstanding 
securities of around 90 receivership roads are estimated 
at approximately 34% billion dollars. A few of these 
roads have been in receivership for some years but the 
financial difficulties of the great majority of them arose 
during the depression years when railroad revenues and 
earnings suffered the most drastic decline in the history 
of the industry. Many roads were compelled to suspend 
service on all of their funded debt, whereas in previous 
depressions interest on senior and underlying bond issues 
was for the most part maintained without interruption. 

Notwithstanding the fact that numerous reorganiza- 
tion plans have been formulated during the 
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receivership roads increased, according to estimates, 87 
per cent over 1935, as compared with an increase of 30 
per cent shown by all non-receivership carriers. Prac- 
tically the entire gain was scored in the final six months, 
reflecting traffic gains and lower maintenance outlays. 
It has been calculated that these 15 roads earned about 
50 per cent of their present fixed charges. 

During a period of receivership large sums are cus- 
tomarily spent for deferred maintenance and other prop- 
erty improvements and once the condition of the prop- 
erty and equipment has been substantially restored, 
lower maintenance charges will permit a larger per- 
centage of gross to be carried to net operating income. 
The probabilities, are, therefore, that many receivership 
roads, with the benefit of sustained traffic this year, will 
be able to show a further substantial gain in the amounts 
available for fixed charges. 

If rising earnings can be counted on to hasten the 
culmination of receivership, it is also possible that they 
will influence security holders to demand more favorable 
treatment in reorganization. While fair and equitable 
treatment is desired, it would be unfortunate if inter- 
ested security owners gauged their demands by an over- 





past year, not a single important railroad has 
emerged from receivership. Considerable diffi- 
culty has been experienced in constructing 
suitable reorganization plans under Section 77 
ef the Bankruptcy Act. The recent trend of 


Attractive Speculations in Defaulted 
Rail Bonds 





events, however, suggests that reorganizations 
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ing major roads may be successfully com- 1936 1935 
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year and in the early months of this year. 
Last year net operating income of 15 large 
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optimistic appraisal of potential railroad earnings. Not 
only would such an attitude be likely to retard reorgan- 
ization but might well lead to a repetition of financial 
difficulties. Most of the roads in receivership are bur- 
dened with a top-heavy load of funded debt, insupport- 
able except perhaps during a period of abnormal business 
activity. Cognizance also must be taken of the fact 
that the railroads have lost to competing mediums a 
sizable volume of traffic, of which only a small portion 
may ever be regained. 

In the circumstances a realistic viewpoint on the part 
of reorganization managers and security holders alike 
is a prime requisite, if the earning power of distressed 
carriers is to be restored to a profitable basis. Subject 
to this qualification, selected bond obligations of receiver- 
ship roads offer considerable speculative promise. 

Several such issues, which appear entitled to favorable 
treatment in any soundly conceived reorganization plan, 
which subsequently may be proposed and accepted, have 
been selected for special comment herewith. 


Chicago & Eastern Illinois Gen. 5's 1951 


These bonds outstanding in the amount of about 
$31,000,000 comprise nearly the entire funded debt of 
Chicago & Eastern Illinois Rwy. The road is predomi- 
nantly a coal carrier, serving the Illinois bituminous 
fields. As a consequence, financial difficulties were 
mainly the result of a decline in the importance of the 
Illinois fields and the sharply reduced movement of 
bituminous coal during the depression. A plan of 
reorganization has been submitted to the I. C. C., on 
while a ruling is expected in the near future and under 
the terms of which the general mortgage 5’s are to be ex- 
changed for $500 new convertible income 5’s, $500 in 
new $40 5% preferred and 1%4 shares of new common 
stock. A new 4% prior lien bond issue would be created 
and used to settle the principal and interest on the road’s 
$5,760,867 loan from the R F C. The new income bonds 
will be convertible into 40 shares of common stock and 
interest will be cumulative only to the extent earned. 
Under the proposed plan fixed charges will be reduced 
nearly 40%. 

Last year the road reported net earnings of $1,913,000, 
a substantial improvement over 1935 and sufficient to 
cover fixed charges and income bond interest under the 
proposed plan of reorganization about 1 1/3 times. In 
anormal year, company officials estimate that the road 
will gross $20,000,000, and similar estimates for the 
current year indicate $17,680,000, which would cover 
all fixed and contingent charges, preferred dividends and 
leave a balance for the common. Gross revenues in the 
first three months of this year ran ahead of last year, 
despite the handicap of floods and there is a good pros- 
pect of further gains in subsequent months. Selling at 
40, the bonds appear to present an interesting specula- 
tive opportunity. 


New Orleans, Texas & Mexico Ist Mtge. 5'/2's 1954 


Traffic gains scored by N. O. T. & M. in the first 
quarter of this year were appreciably better than the 
average, owing principally to the substantially larger 
Fixed charges were covered by a 


crop of citrus fruit. 
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Major Systems in Receivership 


Road Funded Debt 
Chicago, Indianapolis & Louisville................0c0eeeceeeeceeee $26,900,000 
CONAN) CHUNG WOMINN Ss o5.0 50 05 5'o.5,6icd0000ssoesdsbacdoees access 41,500,000 
Chicago, Milwaukee, St. Paul & Pacific.............0.0ceeeceeeeees 482,000,000 
CHICAGO, ROCK Helen BIPERS:. . 6.5 ccc ccces ca cWecesccsesesece 145,700,000 
PME PUTO ssn /ec ohricie ais ova kiavidsd aiaiaie-aiy ca. a's sihieie a eae eames 428,000,000 
NEE BU ENR WOKEN. oo. 6.6. oon 655 8 esse scnceenenedeewas 120,500,000 
PRO W AIrIOOD, COKIN Te PCNIOO aie 500.5555 Shade ccisiecacdiedecessooes 56,300,000 
New York, New Haven & Hartford. .............. ccc cece cece eee 281,400,000 
She eM MIMO 51/5020) 6:5'0:s's\sin'nias o'p nba vite viss aecesie seas eee 271,300,000 
eee eM a 5 0.5 0.cie 5 isie asd ne dea deseakcswleagmeeslemee 79,300,000 
GeO sha. og ocee sca orvep sc asceabwurenneateamen news 157,300,000 
EGS aio 'y's $0.65 sive Vvsnb sia Pa emucuas suse gioedacnecesaemns 155,100,000 
MI AMMO INOUE 5 6 0 5's sins oi.siois'sa\dees cio. belsiniaenre eels qtotca acer ea 339,200,000 
CS OU NT PINION 605. 6:6/0:5.015i5 0 aici b nr dds aceuiviere sis'os 644s alerts 35,100,000 
RRND IN RII 5s 06 6 is 05.0 did cid pha 'nlere.h: 910. S msdl nso wrere Bb eaieermremee es 56,600,000 





good margin in the current period, whereas last year net 
was short about 25%. Total fixed and contingent 
charges amounted to $3,868,501 in 1936, and of this 
amount 30% was earned last year as compared with 
only 17% in 1935. Last year the road benefited as a 
result of a redivision of freight rates giving Southwest- 
ern carriers are larger portion of the total revenue and 
various changes in traffic arrangements were also 
beneficial. 

The Ist Mtge. 514’s 1954 are outstanding in the 
amount of $15,770,000 and three other series of bonds 
issued under the same mortgage bring the total outstand- 
ing to $40,615,900. With a first lien on some 1,600 miles, 
the issue is outstanding at the rate of about $26,500 a 
mile, a fairly conservative figure. Two plans have been 
submitted for the reorganization of the Missouri Pacific 
and subsidiaries, which include N. O. T. & M. Under 
the terms of the management’s plan, helders of N. O. T. 
& M. first mortgage bonds would receive in exchange 
40% of the new consolidated road’s first mortgage 4% 
bonds, 50% in convertible income general mortgage 5% 
bonds and 10% in convertible 4% income notes. The 
so-called Stedman plan accorded the bonds similar treat- 
ment, except that preferred stock was substituted for 
the convertible 4% notes. Both plans have met with 
opposition from the N. O. T. & M. bondholders’ commit- 
tee, which has expressed its intention to apply for sepa- 
rate reorganization unless more favorable treatment ts 
procured. One-half of the 1933 coupons were paid last 
December and the court has been petitioned to permit 
payment of the balance. Hearings were scheduled for 
May 14. Favored by improving earnings and holding 
a prior lien position, it would appear that there is a 
good chance that more favorable treatment will be 
accorded the bonds in question and such possibility 
appears conservatively appraised by recent quotations 
around 60. 


Denver & Rio Grande Cons. 4's 1936 


The potential earnings rather than the road’s past 
record provide the speculative interest in the above 
bonds. The road has not earned fixed charges since 
1930 and last year the amount (Please turn to page 186) 
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No Clouds in This Picture 


Chemical Companies Continue to Face 


Bright Prospects 


BY PHILLIP DOBBS 


a often remark of the chemical companies 
that their stocks “never get anywhere.” It is true that 
the chemical stocks today average only abeut fifteen 
per cent above the low of last year and that other 
groups are presently selling for twice that for which they 
could have been bought during 1936. Yet, to say that 
the chemical stocks never get anywhere is to take the 
narrowest of views: they have been making progress for 
years and give every indication of continuing to do so. 
Admitting that more money could have been made 
recently in, for example, the papers, it is probable 
that no stocks have rewarded their owners more hand- 
somely over the longer-term than the chemicals. Because 
the chemicals have long been operating at a high rate 
and have long been making money, it is only natural 
that their gains over a short period should fail to match 
those of businesses which, perhaps, are only just begin- 
ning to make any money at all. 

Although we customarily speak of the chemicals as if 
they represented a single uniform industry comparable 
to the railroads and the public utilities it is obviously not 
so. “Chemicals” is merely a convenient heading for a 
group of companies, representative of almost as many 
industries as there are chemical products. Hence, while 
certain generalizations in regard to the group are valid, 
one must be careful not to carry these too far. 

It may be said of the chemicals during a time of recov- 
ery such as that through which we are now passing that 
they are double-barreled participants in the better times. 
As suppliers of the raw materials for a thousand pro- 
cesses they naturally benefit from increased industrial 
activity. They benefit also, however, from the new 
products that they are constantly introducing. While 
these latter are possibly most important in that they 
help the chemicals to resist depression, it is true never- 
theless that new things receive quicker acceptance when 
the business clouds are clearing. 

It may be as was stated at the beginning of this dis- 
cussion that the stocks of chemicals companies have not 
made particularly impressive gains from a market stand- 
point, but this does not alter the fact that last year the 
chemicals as a group did a larger volume of business than 
ever before in their history. Moreover, for many of 
them profits were the highest on record. 

Because the chemical industry supplies every other 





industry with part of its raw material requirements and 
every single individual consumer in the country with 
some need, it is possible to mention only a few of the 
principal factors in the chemicals’ prosperity. The tex- 
tile industry, of course, has been very active and hence 
required additional quantities of dyestuffs, bleaching and 
finishing chemicals, etc. The production of rayon last 
year was at a new high record and huge quantities of 
alcohol, acetone, caustic soda and other chemicals were 
taken in addition to the dyes and so forth required by 


the “natural” fibers. Allied Chemical & Dye, Du Pont, | 


Hercules Powder, Mathieson Alkali and Westvaco Chlor- 
ine may be cited among the principal chemical benefi- 
ciaries of textile activity. 

The high rate of production in the steel industry has 
boosted demand for sulphuric acid, while the almost 
unprecedented demand for scrap metal has had a very 
stimulating effect upon the consumption of oxygen and 
acetylene. Often thought of merely in terms of repair 
work or as a “wrecker” of old steel products and struc- 
tures, it is to be noted that there is a growing tendency 
to employ the oxy-acetylene flame in manufacturing 
operations as a fabricator of shapes. All this has con- 
tributed to the prosperity of the acid makers and, of 
course, of Air Reduction and Union Carbide & Carbon— 
the latter benefiting additionally from the demand for 
various metal alloys. 

The automobile is a great consumer of chemicals both 
directly and indirectly. In finishes, impregnated fabrics, 
batteries and plastic gadgets it may be said to consume 
chemicals directly. Indirectly, it consumes them in @ 
hundred different ways. Tires are compounded of chem- 
icals: enormous quantities of soda ash go into the mak- 
ing of the glass: it may be that the motor is mounted on 
artificial rubber, wholly a chemical product (Du Pont) 
which is unaffected by oil as is natural rubber. It is 
impossible to single out for specific mention the chemical 
manufacturers which have benefited most from the high 
rate of automobile production, for the business of them 
all is the greater because of the public’s apparently 
insatiable demand for cars. 

Returning prosperity has noticeably increased the need 
for paper of all kinds. This in turn has greatly stimu- 
lated the demand for many chemicals. The soda ash 
required in the manufacture of newsprint has greatly 
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helped Allied Chemical, Mathieson 
Alkali, Du Pont and other companies. 
Sodium sulphate, a by-product of acid 
manufacture, has been aided by the 
veritable boom in southern kraft. Nor 
must all the chemical fillers, glazes and 
finishes that paper requires be forgotten. 

One could go on indefinitely citing one 
industry after another and show how its 
participation in the recovery movement 
has made for a greater use of chemicals 
and thereby aided one or more of the 
companies that appear in the accom- 
panying table. Enough, however, has 
been said to show how all-pervading the 
chemicals are and to make the point 
that business activity no matter where 
it occurs is bound to be of benefit to 
them. From this it logically follows 
that a continuance of the recovery will 
bring further gains to this group. While 
there are local clouds in the sky and a 
strike or something else can crop up and 
bring a temporary unsettlement, all the 
weight of the evidence points to recovery 
having further to go. Even the pessi- 
mists look for nothing worse than a minor recession in 
business activity this summer. It is thought that the 
textile industry possibly is in a somewhat topheavy 
position and, if true, it is something of a threat to the 
consumption of certain chemicals. So diverse, however, 
is the chemical industry that, even though one goes out 
of ones way to look for dark spots in the outlook, the 
background remains strongly favorable. 

. On top of this, of course, there are the profit possibili- 
ties in those new products and processes which the chem- 
ical industry has recently introduced and those which 
undoubtedly will make their appearance during the com- 
ing months. Naturally, nothing can be said about the 
latter. Mention, however, can be made of some of the 
recent developments which have the earmarks of becom- 
ing money-makers. 

As something of an anti-climax to the stress which 
has been put upon the “new product” aspect of the 








chemicals, it must be admitted that nothing has ap- 
peared on the market within the past year or two that 
seems to promise such profits as Union Carbide has 


obtained from “Prestone,” for example. Nevertheless, 
although it may be impossible to point to the one big, 
startling new product, there is no dearth of new things. 
There is Du Pont’s artificial rubber, “Duprene,” which, 
as has been said, is superior to the natural product for 
some purposes. The same company also introduced 
last year the new plastic “Pontalite” and the annual 
report makes mention of last year’s progress in research 
saying “ ... continued improvement and further manu- 
facturing development of a tough, durable synthetic 
sponge, made from cellulose; a titanium silicate base 
pigment for use in exterior white paints; additional dye- 
stuffs of various types; a water-repellent for textiles; a 
hydrocarbon resin for use in the paper, printing ink and 
textile industries; a further (Please turn to page 193) 





Leading Chemical Companies 
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ne ~_ 1936 1st qr. 1937 Price Principal Products 

Alt Reduction............-+ +--+ + +++ +s sees eeeee seers sees $2.79  —s0.77_~— 70 Oxygen, Acetylene, Carbon Dioxide, Welding apparat 
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: = Nitrates, Asphalt products. 
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de a PASE Fei ee 7.56 1.34 154 Broad line of heavy industrial chemicals. Many finished cheml- 

} _ = ___cal specialities. Dyestuffs, Paints. Rayon. Explosives. 
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; ie Chemical laval Stores. 
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2S TS aaa ee an ee Def gee 34 Ethyl Alcohol and related chemicals and solvents. 
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United Carbon 


Following close on the heels of 
record-breaking earnings last year, 
‘another record was made by United 
‘Carbon in the first quarter of this 
year. Earnings reached an all-time 
peak. Sales increased 25% and net 
was equal to $1.81 a share on the 
outstanding stock. This excellent 
achievement on the part of this 
company reflects its good fortune in 
being identified with two products 
for which demand has been at a high 
level for some months—natural gas 
and carbon black. 


Railread Equipment 


Orders for new railway equipment, 
which bounded upward with consid- 
erable vigor in the closing months 
of 1936, have shown no signs of 
abatement. In the month of April 
orders were placed for 84 locomo- 
tives, including electric switching 
and diesel units, 13,046 freight cars 
and 52 passenger and mail coaches, 
according to Railway Age. Holders 
of the shares of leading builders of 
railway rolling stock should bear in 
mind that earnings from new busi- 
ness do not show up in income ac- 
counts until some months hence. 
Accordingly, earnings of these com- 
panies in the first six months of this 
year should more fully reflect the re- 
sults of the heavy volume of busi- 
ness booked late last year. 


Kodak's Picture 
With the rapid growth of the can- 
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did camera hobby and amateur mo- 
tion picture photography during the 
past several years, there is slight 
doubt that Eastman Kodak has been 
meeting increased competition, par- 
ticularly in the field of low priced 
equipment. Nevertheless, the com- 
pany continues to forge ahead. Do- 
mestic sales in the early months of 
this year ran some 15% ahead of 
last year. The company’s acetate 
yarn plant has been operating at 
capacity and production has been 
sold as fast as it could be turned out. 
With the probabilities that the earn- 
ings of $8.23 a share in 1936 will be 
topped this year, directors were well 
justified in their recent action rais- 
ing the dividend to $2 quarterly. 


Recent Reports Hold 
Many Surprises 


Corporate reports coming to hand 
ever the past few weeks—most of 
them covering the first three months 
of the year—make on the whole a 
remarkably good showing. There 
were, however, surprises: some com- 
panies did even better than had been 
expected of them, while for a few the 
earnings were disappointing. Take 
National Supply, for example. It 
was known that first quarter profits 
would be good and optimists pre- 
dicted something in excess of $4.50 
a share. However, nothing like the 
$6.15 a share actually reported was 
thought to be possible. The report 
of Collins & Aikman showing earn- 
ings of $8.15 for the fiscal year to 
February 27, last, was another pleas- 
ant surprise. In the previous year 
the company earned the equivalent 
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of $6.28 a share. 
Cola, which earned 66 cents a share tel 
in the first quarter of 1936, expected ex 
to show as much as 95 cents for the for 


first three months of 1937. In the § ye: 
railroad group, Atchison’s gross and fac 
net for the first two months of the F —t 
year were sharply ahead of 1936 and, § in 
with loadings subsequently holding § pa: 
up well, it is estimated that for the J an 
first four months something was § po 
earned on the common, against a 7eI 
deficit of $1,600,000 in the first four F cre 
months of 1936. Royal Typewriter fF str 
reported the remarkable earnings of F wo 
$4.05 for the first quarter, compared § ing 
with $1.94 a year ago. Chicago F rise 
Pneumatic Tool showed $1.31 for § tha 
the first three months of the present F bee 
year, against only 16 cents a year § the 
ago. In the automobile accessory — mo 
group many companies failed to § tior 
equal the showing of 1936, but Borg- — Am 
Warner earned $1.88 a share on its — pan 
common in the first quarter, com- F tici 
pared with $1.34 a share last year. § ity 
General Motors and Youngstown — She 
Sheet & Tube are two other impor — bur 
tant companies whose earnings 80 § tior 
far this year have run ahead of ex- F den 

















pectations. Gra 
Among the surprises that were not — Val. 
pleasant was the report of Yellow — Cur 
Truck & Coach. Despite a 60% in- § sma 
crease in sales, net profits in the first 
quarter of this year fell to $457,000, F Son 
compared with $791,000 for the cor- T 
responding previous quarter. Barns- § pric 
dall oil turned in a profit equivalent F ble 
to 26 cents a share on the common, § sha; 






compared with 22 cents a share 4 
year ago—a gain which appeared to 
be behind the average for the oil in- 
dustry. As a corollary to the leth- 
argic action of the can stocks, the 
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report of Continental Can 
for the twelve months to 
March 31, last, showed 
earnings equivalent to 
$3.18 a share of common, 
against $4.22 on a some- 
what smaller number of 
shares for the previous 
twelve months. 


Prosperous Year for 
Paint Companies 
Expected 


So far this year the paint 
business is reported to have 
been very active with sales 
running some 25% ahead 
of 1936. While a mild win- 
ter has contributed to the 
exceptionally good showing 
for the first part of the 
year, there are favorable 
factors more fundamental 
—the general improvement 
in business making for ex- 
pansion and rehabilitation, 
and the greater purchasing 
power of the average citi- 
zen which has made for in- 
creased residential con- 
struction and home repair 
work. Paint manufactur- 
ing costs have, of course, 
risen sharply and it is likely 
that profit margins have 
been reduced. However, 
the greater volume should 
more than offset the reduc- 
tion in profit margins. 
Among the principal com- 
panies through which par- 
ticipation in paint prosper- 
ity may be obtained are 
Sherwin - Williams, Pitts- 
burgh Plate Glass, Na- 
tional Lead and the Glid- 
den Co. Pratt & Lambert, 
Grand Rapids Varnish, and 





Phelps Dodge. 


American Car & Foundry. 


Cluett, Peabody. 


Developments in Companies Recently Discussed 


Has filed a registration state- 
ment with the S E C covering some $20,- 
000,008 in convertible debentures. The 
money will be employed for the extension 
and improvement of capital assets. 


Penick & Ford. Officially forecast that there 


will be « loss during the second quarter of 
the present year, the first time the com- 
pany has operated at a loss for fifteen 
years. This explains the declaration of a 
25-cent dividend instead of the usual 75 
cents. The selling price of corn products 
has not kept pace with the rise in raw 


material prices. 


The declaration 
of a 25-cent dividend was the first dis- 
tribution to common stockholders since 
1931, 


Texas Gulf Sulphur/Freeport Sulphur. The 


increase in the Louisiana severance tax 
from 60 cents a ton to $2 has resulted in a 
sharp decline in that state's sulphur pro- 
duction. In the meantime sulphur produc- 
tion in Texas, where the tax is only $1.03 
a ton, has expanded. A number of Louisi- 
ana civic organizations have petitioned 
the Governor that the levy imposed by 
their state be reduced. 


Plans to split its common 
stock three-for-one and then offer rights 
to subscribe to additional stock. The new 
money will be used to bolster working 
capital and to finance certain additions 
to plant facilities. 


Container Corp. Has filed with the S E C 


a registration statement covering 130,708 


International Harvester. 


Consolidated Edison. 


Baldwin Locomotive. 


Sterling Products. 


shares of common stock which will be of 
fered to present stockhelders at $23 ¢ 
share in the ratio of one share of new 
stock for each five held. The money will 
be empleyed to repay bank loans, bolster 
working capital and for plant improve- 
ments. 


Billings for the six 
months ending April 30 were 30% larger 
than in the corresponding previous period. 
In the face of a sharp and general decline 
in the market, the company's stock has 
held up better than most. 


Reports that it now 
owns 346,118 shares of New York Steam 
out of a total of 360,000 outstanding. 
Edison proposes to offer holders of Steam 
preferred one share of its own $5 preferred 
for the $6 Steam preferred and one share 
of its own preferrd, plus $10 in cash, for 
Steam's $7 preferred. Plans for refunding 
Steam's bonds are not yet perfected. 


Bookings of this com- 
pany and its subsidiaries, including the 
Midvale Co., totalled $14,990,030 for the 
first four months of 1937, compared with 
$10,771,034 in the corresponding period 


of last year. 


Announces further ex- 
pansion in the acquisition of American 
Ferment Co., Drew Pharmacal Co. and the 
Cellasin Co., all located in Buffalo. The 
consideration was in excess of $7,000,000 
cash, payable over the next three years. 
Sterling seems to be sufficiently strong 
financially to make the payments without 


new financing. 








Valspar, all traded on the New York 
Curb Exchange, are among the 
smaller units in the field of finishes. 


Some Little Preferreds 

To many the appeal of the low- 
priced common stock is an irresisti- 
ble one. They like to own a “lot of 
shares,” despite the fact that there 
is frequently less value in. low-priced 
common stocks in general than there 
is in those selling at high levels. In 
the case of certain preferreds, how- 
ever, it is possible for the low-price 
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enthusiast both to satisfy his crav- 
ing for a large number of shares and 
at the same time obtain as much 
value dollar-for-dollar as the man 
who buys preferreds whose par value 
is $100. Representing utilities there 
are a number of these little pre- 
ferreds traded actively on the New 
York Curb Exchange. Pacific Gas & 
Electric has a $1.50 preferred selling 
at about $29 a share and $1.3714 pre- 
ferred selling at $26; two preferreds 
of the Southern California Edison 
bear the same dividend rates and sell 


to yield roughly the same; then there 
is a Buffalo, Niagara & Eastern 
Power $1.60 preferred which can be 
bought for about $25 a share. On 
the New York Stock Exchange the 
little preferreds include the $1 pre- 
ferred of Hiram Walker, the 60-cent 
second preferred of Paramount Pic- 
tures and the $1 preferred of Bethle- 
hem Steel. Although none of these 
issues qualifies as a strictly high- 
grade investment, all have merit and 
afford a yield which is interesting in 
these days of low return on capital. 
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NATIONAL DAIRY 


PRODUCTS CORP. 





Expanding Business and Profits Fore- 


shadow an Increase in Dividends 


BY J. C. CLIFFORD 


Bou billions of dollars is a lot of money, even to a 
country growing accustomed to a New Deal’s figures. 
Huge as the sum is, it is nevertheless the value put upon 
the products of the milk industry in the United States. 
The average man, unthinkingly, merely accepts the fact 
that milk starts with a cow and ends somewhat miracu- 
lously in a bottle on his doorstep. If he pauses for a 
moment he will realize that it is a great deal more than 
this: he will remember that cheese and ice cream are 
largely milk, that the baby’s formula was powdered 
milk: then, of course, there’s butter. The story is still 
incomplete, for milk goes into salad dressings, into chick 
feeds, into casein and hence into adhesives and plastics. 
There is buttermilk, condensed butter- 
milk, semi-solid buttermilk and acid 
buttermilk. There is skim milk, con- 
densed skim milk and skim milk pow- 
der. Although even this is far from 
a complete list of products, enough 
have been mentioned to indicate that 
milk’s range is wider than one would 
think at first sight. 

So big is the milk industry that no 
one company can lay claim to as much 
as ten per cent of it. National Dairy 
Products Corp., whose sales last year 
totalled $329,000,000, is the unit near- 
est a position to make such a claim. 
The business of the Borden Co. is a 
large one, too, but its sales last year 
were $100,000,000 under those of the 
leader in the field. 

The milk business was among those 
slow to feel the effects of depression. 
When the disaster finally overtook the 
dairy companies, however, they suffered 
as much as anyone in the consumer 
field. Moreover, they have been lag- 
gards in recovery, National Dairy’s 
profits reaching a low point in 1934, 


instead of in 1932 as was the general ©™rtesy National Dairy Products Corp. 
rule. Nevertheless, although starting Capping machine for Kraft mayonnaise products. 
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An Undervalued Issue 





late, there has been an improvement in earnings over 
the past few years. Last year’s net profit of $13,282, 
028 was about double the amount earned in 1934 and was 
equivalent to $2.01 a share on the company’s outstanding 
common stock. For 1935 earnings were equal to $1.38 
a share. 

There are several reasons for the improvement and, 
as they seem to be continuing, when earnings for 1937 
are finally calculated they should be larger than last 
year’s. National Dairy Products has benefited, of course, 
from the general improvement. Owing to higher in- — 
comes, the public has been buying more milk, butter, | 
eggs and ice cream. Then, too, it is always easier for a 
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processor to make money ‘on a rising 
commodity market than it is on a fall- 
ing market. In the case of the former, 
inventory losses are largely eliminated; 
it is the nature of the business that 
National Dairy must carry large in- 
ventories. At the end of last year the 
company valued its stock of goods at 
nearly $28,000,000, or not far from 
210,000,000 more than at the end of 
1935. Probably, shortly after the sea- 
son of flush milk production in the 
Spring, inventories move to a yearly 
high. 

In addition to the public’s increased 
purchasing power and the upward 
trend of prices, National Dairy’s earn- 
ings have been helped by the emphasis 
that the company is putting upon prod- 
ucts other than fluid milk. Fluid milk 
is rapidly attaining a position where 
it is nothing more than a_ necessary 
evil to the distributors of dairy prod- 
ucts. In the first place, it is an expen- 
sive product to handle. Apart from 
the drivers’ wages, National Dairy can 
figure on spending annually between 
two and three million dollars on truck 
repairs and replacements; settling the 
bill for milk bottles alone will not leave much change 
out of two million dollars; nor are horses, wagons and 
harness maintained for nothing. On top of what may 
be termed the “natural” annoyances and costliness of 
fluid milk distribution, there has been imposed all kinds 
| of political annoyances and disturbances. In New York 
' State, for example, for four years the price of fluid milk 
| was under the regulation of the Milk Control Board. 
| The Board fixed the price paid the farmer and also 
the lowest price to be charged by the retailer. How- 
; ever, no commodity price-fixing scheme ever worked yet 
| for any length of time. The New York milk control was 
no exception: farmers gave rebates to distributors; dis- 
tributors in turn gave them to retailers. In face of the 
demonstrated impracticability the law was permitted to 
lapse on April 1, last. In its lapsing it brought perfectly 
chaotical price conditions in New York City. The retail 
price of milk in stores was reported as low as five cents 
a quart, whereas it had been eleven cents previously. 

Almost everywhere politics has meddled, or is med- 
dling in fluid milk. The Department of Agriculture 
has meddled: the Federal Trade Commission wants to 
regulate the whole industry and not long ago sent a 
recommendation to Congress to this effect. In the light 
of all this, there is an evident significance in the stress 
which the dairy companies put upon their miscellaneous 
business and National Dairy Products owes an important 
part of its gain in earnings to the expansion of these 
miscellaneous lines. Through its subsidiary, Kraft- 
Phenix Cheese, National Dairy is the largest maker of 
cheese in the world. It probably sells $100,000,000 worth 
of this product annually. Only slightly less famous are 
the company’s ice creams, “Breyer’s,” “Hydrox” and 
“Fro Joy.” 

The last factor which will be mentioned as having 
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Courtesy National Dairy Products Corp. 


Hauling milk to market—"big volume"—"small profits." 


contributed to this company’s larger profits is a purely 
financial one. Some $66,000,000 in 544 per cent deben- 
tures was replaced with $62,545,500 in 334 per cent 
debentures (with warrants) and $7,000,000 in bank loans 
carrying interest at 2% per cent. As a result of this 
financing interest on funded debt last year was more 
than half-a-million dollars less than the $3,534,277 
charged against earnings for 1935. This year the savings 
will be even more pronounced. 

The present year has opened well for National Dairy 
Products. Sales are understood to have been between 
10 and 15 per cent greater than in the correspond- 
ing period of 1936. Profits should be up even more. 
The company publishes no quarterly reports; however, 
in the first six months of last year earnings were equiva- 
lent to 89 cents a share of common stock. Increased 
business and savings in interest charges might well result 
in a net of $1.25 a share for the first six months of 1937. 
Should such a showing materialize, it might cause a revi- 
sion of the company’s dividend policy earlier than had 
been expected. In the last annual report it was said: 
“At present it is the thought of the Board to continue 
the present rate of dividend on the common stock and 
wait until the last quarter to consider what further divi- 
dends, if any, should be declared. The present dividend 
is 30 cents quarterly. This rate prevailed in 1936, al- 
though the company squeezed five payments into the 
year. In the event that four quarterly dividends at the 
present rate should be earned in the first half of 1937, it 
is not difficult to imagine the directors voting an extra, 
or even a higher regular rate, before the year end—the 
time originally set for such action. 

Before passing from the subject of dividends, it is to be 
remembered that National Dairy Products will be more 
interested this year than (Please turn to page 188) 
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THE BUSINESS ANALYST 





I. speculative quarters the past 
fortnight has been devoted largely 
to sweeping up the debris and a 
quieting of jittery nerves. Prices of 
stocks, bonds and 
have shown somewhat better stabil- 
ity and there is less talk about busi- 
ness going to the dogs. In due 
course of time folks will again wax 
over-optimistic, for we are a mer- 
curial people with short memories. 

Up to present writing, the com- 
modity and security markets have 
staged nothing more alarming than 
an old-fashioned shake-out, such 


raw materials 





Jaking the Pulse of 


— Commodity Prices Level Off 
— Business Volume Large 

— Motor Production Heavy 

— Building Costs Rise ' 
— Steel Continues Active 


The decline in high grade bond 
prices, precipitated primarily by un- 
warranted fears of higher interest 
rates incident to the inauguration 
of stiffer reserve requirements on 
May Ist, appears to have ended 
definitely. May Ist has come and 
gone with little more than a ripple 


Business 


Federal Reserve Board no _ longer 
finds it necessary to support the 
market. The Administration is still 
committed to a cheap money policy, 
which will be enforced by one means 
or another. Foreign sales of securi- 
ties and commodities in this market, 
along with a large influx of funds 
into England incident to the coro- 
nation, have checked temporarily 
the unwelcome flow of gold to these 
shores and so pushed into the 
background recent disturbing fears 
of a reduction in the price of that 

precious metal. Nevertheless, so 





as we used to have now and 
then in the United States prior 
to the era of high margins. This 
time the trouble started in 
Europe, where margins are still 
slim, and spread to America. It 
was an inevitable consequence 
of excessive speculation abroad, 
and does not appear to have 
been prophetic of any consider- 
able falling off in business vol- 
ume, on this side of the Atlantic 
at least. At bottom prices, the 
Common Stock Index had lost 
41% of its rise during the past 
year; but was still 31% higher 
than a year earlier. Raw Ma- 
terial Prices, on an average, lost 
only 25% of a year’s advance; 
but also stopped, for the time 
being at least, at a level 31% 
higher than a year earlier. In 
point of size, we have had noth- 








ing more than a normal tech- 
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100 


1923-25 


7 2 a aa 
| | | 
110 2 ee Bee ee 
| Pain: eo 
105 ! || | i—+ 
re - 
ia el ee 
100 =e 4 
| | r. 
| lA \f 5 
95 oe eo i ae 
4 | ff i 
90 sy tt Neo | 
= 
| 
85 T — i 
1936 | | 
80 = hae | = —— 
Bae seer 
75 7 er ae PT 
lw ae 
| i es 
70 ———\}—_ 1 
| 1935 
65 a + . 
| ae | 
peptpi pti tiie ttl iii 1 


M.W.S. INDEX (PER CAPITA BASIS) 
























































60-— sESeEEES! 
ite AM 1 2 A 8 OND 











long as production of the yellow 
metal continues to exceed the 
demand for legitimate monetary 
and industrial purposes the de- 
hoarding of gold in exchange fo: 
deposit and paper currencies Is 
bound to gain momentum and 
send intermittent chills down 
the wabbly spine of an all too 
money-conscious business world. 

The fact is that, regardless of 
the gold content of the dollar, 
it is impossible to have a busi 
ness set-back of any  conse- 
quence so long as the country’s 
purchasing power continues to 
expand at anything approaching 
its present pace. In March. 
factory payrolls were 31% larger 
than during the corresponding 
period a year ago, and factory 
employment was up 15%. Farm 
income in March, including 
benefit payments, was only 3% 








nical reaction in stocks, and a 
comparatively mild recession in 
staple commodity prices; though 
prospects of expanding supplies, 
especially of agricultural staples 


during the coming crop season, ren- 
der it possible that the setback in 
commodity prices may extend some- 
what farther. 
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in the money market, and distinct 
softness has again begun to appear 
in bankers’ acceptance rates, which 
are always sensitive to changing 
trends in credit conditions. Govern- 
ment bond prices are showing a 
firmer tone with the tapering off of 
sales by commercial banks, and the 







less than in March, 1929, and 
exceeded that for March, 1936, by 
36%. Present prospects point to 
heavier crops and livestock market- 
ings next season at better than 
average prices; so that no substan- 
tial decline in this backbone of the 
country’s buying power seems prob- 
able for some time to come. Divr- 
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dends declared in April were 36% 
more liberal than a year ago. 
There has been some withholding 
ef orders and a few cancellations in 
consequence of the recent price re- 
action and the circulation of pessi- 
mistic business forecasts; but, since 
retail sales recently have spurted 
to a level 15% ahead of last year, it 
would seem that consumption must 
soon lap up excess inventories and 
compel re-ordering. Meanwhile per 
capita Business Activity has ex- 
panded sharply to above the 100 
line for the first time since 1929. 


The Trend of Major Industries 


STEEL—Steel ingot production 
in April averaged 1,182,255 gross 
tons weekly, only 11,000 tons below 
the all-time record established in 
May, 1929. Bookings last month 
were heavier than expected in view 
of the record-breaking March total 
and the fact that prices will not be 
advanced for the third quarter; but 
delivery conditions are easing some- 
what, and only in a few instances 
are order books well filled up to 
July Ist. Motor car makers con- 
tinue to draw on accumulated 
stocks, but will probably have to 
place additional orders before long 
in view of the prolongation in near 
capacity operations. Deliveries in 
various lines can be had now in from 
four to 24 weeks. Promises are 
generally from six to seven weeks 
(including three weeks for manu- 
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facture) on cold finished sheets used 
largely in the automobile industry. 
Owing to increased supplies, coke 
and scrap prices are receding. Japan 


| has withdrawn from the scrap mar- 
| ket and is buying pig iron. 


All 


tecords for Lake Superior ore ship- 
ments for April were broken when 
2,770,555 tons were shipped by ves- 
| sel, compared with 3,567,985 during 
the entire ore season of 1932. 


Only 
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four companies, having 41.4% of the 
industry’s total ingot capacity, have 
signed with the C. I. O. The 11 
other large steel producers, while 
mostly willing to negotiate, have 
refused to put agreements in writ- 
ing, a circumstance which threatens 
to cause labor trouble and plant 
shut-downs unless these differences 
can be compromised. 


CONSTRUCTION — Under an 
agreement recently signed in New 
York City, bricklayers will get 
$13.20 for a seven-hour day against 
$12 for eight hours formerly; while 
carpenters will receive $12.25 against 
$11.20. Pasterers are paid $12 for a 
six-hour day, with overtime pro- 
hibited. Prior to these increases, 
recent surveys found that material 
costs in construction work last 
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month were lower than the average 
for 1934, and that residential build- 
iug costs increased less than 10% 
during the past year. According to 
this it would seem that the slow rate 
of expansion in building activity 
may be due more to low rental-rates 
than high building costs; though 
rents have advanced 12%, on an 
average, during the past year. 


RAILS—Class I carriers during 
the first quarter, compared with a 
like period in 1936, converted an 
11% gain in gross revenue into a 
40% increase in net railway operat- 
ing income. Gross for the first 
quarter totaled $1,031,000,000 with 
146,000,000 saved for net. Freight 
car loadings in April increased 15% 
over April, 1936. If this rate of gain 
can be maintained during May and 
June, and if the same proportion 
of increased revenues is carried 
through to net as in the first quar- 
ter, the net operating income for 
the second quarter would approach 
$180,000,000, an increase of 35% 
over the $133,000,000 earned during 






the second quarter of 1936. This 
would produce a net income, after 
charges, of around $50,000,000, com- 
pared with only $14,000,000 for the 
first quarter and $4,000,000 for the 
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prospects favor passage of Federal 
pension legislation which will add 
to this year’s net about $47,000,006 
from excess pension reserves pre- 
viously accrued. 


METALS — Domestic consump- 
tion of copper during the first quar- 
ter came to 224,000 tons, the largest 
for any quarter since 1929, and 40% 
ahead of the corresponding period 
a year ago. On sales booked dur- 
ing the final quarter of 1936 at an 
average price of 10c, Anaconda has 
just reported for 1937 the best first 
quarter earnings in eight years. 
With copper averaging 12c during 
the first quarter, Anaconda’s second 
quarter profits should make an even 
better showing. This is probably 
more or less typical of the copper 
industry. The metal is moving now 
in fair volume at a domestic price 
of 14c. World zine stocks on May 
lst amounted to only a little more 
than one week’s supply. The House 
Appropriations Committee recently 
heard expert testimony to the effect 
that cans can be made of aluminum 
and folded instead of soldered; that 
many thousands of tons of tin could 
be saved by a newly invented 
process of plating iron with alumi- 
num; and that about 75% of pres- 
ent tin imports could be stopped 
if these substitutes are adopted 
commercially. It was also testified 
that manganese from domestic low 
grade ore can be produced cheaply 
enough by Government-generated 
power, and in sufficient quantity, to 
meet national requirements. 


AUTOMOBILES — Exports of 
cars and trucks during the first quar- 
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ter increased 25% over the like 
period of 1936, against a gain of 
only 14% in domestic sales. Twenty- 
seven per cent of all cars sold out- 
side the United States were of 
American make, the proportion ris- 
ing to 72% in sections which lack 
facilities for home production. The 
New York automobile show is 
scheduled to open on October 27 this 
year, and current demand is so 
heavy that near-capacity operations 
are expected to be prolonged this 
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summer far beyond the usual sea- 
sonal peak. Higher costs, however, 
are expected to reduce profits this 
year to a level little if any better 
than last year. Twenty accessory 
companies have reported aggregate 
earnings amounting to 57% ahead 
of the last year’s first quarter. 











s of 23 leading oil 
companies for the first quarter ag- 
gregated $48,000,000, an increase of 
85% over the first quarter of 1936. 
Gasoline stocks are 





21%, ranging from 188% in dia- 
monds, 48% in jewelry, 30% in silk 
and rayon, down to 6% in cotton 
goods. In foreign trade, our March 
exports gained 31%; but imports 
increased 54%, leaving excess im- 
ports of $50,000,000, which points to 
the possibility that our total so- 
called “unfavorable” balance of mer- 
chandise trade this year may reach 
a half billion. In April, department 
store sales, adjusted for the later 
Easter last year, increased 12%. 
April also witnessed a gain of 10.5% 
in chain store sales, led by the mail 
order houses with an increase of 
26.6%, and followed by groceries 
with their gain of 15.2%. Variety 
store sales were 4.5% lower than in 
April, 1936. 


UTILITIES—Compared with the 
corresponding periods a year ago, 
February sales of electric power in- 
creased 13.9% in K. W. H., against 
a gain of only 7.2% in dollar value. 
For twelve months ended Feb. 28, 
the increases were 15.6% in K. W. H. 
and 8.1% in dollar value. Senator 
Norris is expected to propose eight 
additional “little T V A” projects, 
presumably covering, among other 
areas, the Ohio, Missouri, Arkansas, 
and Colorado River Valleys. The re- 
cently levied 2% tax on gross income 
of utilities operating in New York 
State will have little effect upon 
companies whose customers reside 
mostly in New York City. Recent 





reductions in telegraph rates is be- 
lieved to have been forced partly by 
lowering of long distance telephone 
rates; but even more by the rapidly 
growing popularity of air mail. Ex- 
planation for persistent weakness in 
New York City’s traction securities 
has at last been revealed through 
refusal of the Transit Commission to 
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ratify the Seabury-Berle plan of 
unification. Injection of the matter 


into politics promises to postpone 
unification indefinitely. Meanwhile 
competition from the municipally 
owned and subsidized subway sys- 
tem, along with labor union de- 
mands for higher wages, renders the 
earnings outlook for New York 
City’s subway, elevated and surface 
track lines well nigh hopeless for 
some time to come. 


Conclusion 


In spite of declining prices for 
stocks, bonds and staple commodi- 
ties during the past 








beginning to decrease 
seasonally, although 
crude output runs 
18% ahead of a year 
ago. Pipeline deliv- 
eries for the first four 
months were 22% 
ahead of a year ago. 
Moderate advances 
have been posted re- 
cently in tank car 
gasoline and bunker 
fuel oil prices; and 
second quarter earn- 
ings should be even 
better than for the 
first quarter. 


INDEX NUMBERS 


MERCHANDIS- 
ING — Compared 
with the correspond- 
ing month last year, 
wholesale trade 
showed an increase of 
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THE TREND OF COMMODITY PRICES 


(U. S. DEPARTMENT OF LABOR INDEX 1926= 100) 


1916 1917 1918 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1929 1930 193! 1932 1933 19341935 1936 1937 


Changes in Major Commodity Price Group for the 


Fortnight Ended sit 8, 1937 


bese kiccnea puoi down 1.7 Rie me bi6.0 10 0'n, 015 4:0;5' 
hubibebabwncanknaune rene down 0.3 Bolldieg Material........... 
iSebeeee seeueus ee up 0.4 | eee 
is bis Wide Since down 0.3 Housefurnishings........... 
esas es esen been cee up 0.6 Miscellaneous............. 


month, and in the 
face of gloomy busi- 
ness forecasts from 
Government and pri- 
vate sources, the 
country’s per capita 
business volume has 
risen sharply to above 
the 100 mark for the 
first time since 1929. 
It is possible that fur- 
ther declines in raw 
material prices and 
continued pessimistic 
outgivings may cause 
some temporary with- 
holding of orders; but 
rising consumption is 


°o 
INDEX NUMBERS 


8 








mopping up _ excess 
inventories so rapidly 
onl down 0.3 that no important 
Mer 4 business _ recession 
er seems probable in the 











near future. 
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———_ No. o 
High Low Issues (1925 Close—100) High Low May1 May 8 May 15 
_106.0 78.4 330 COMBINED AVER. 122.0 99.0 104.7 104.9  § 99.0x 
904.6 113.4 5 Asicelieel Implements... 241.0 204.6 6  241.0H 240.4 4 223.0 

68.6 39.9 6 Amusements............. 72.6 61.4 65.5 63.7 61.4x 
143.5 116.8 16 pcg Accessories, . 146.6 112.2 117.9 119.5 112.2x 
24.9 17.7 13 Automobiles............ 30.1 22.3 24.5 24.2 22.3x 
156.8 104.3 8 Aviation (1927 Cl. rg 178.0 126.0 141.4 135.8 126.0x 
23.8 12.6 3 Baking (1926 Cl.—100).. 28.5 18.6 19.6 19.9 18.6x 
500.9 318.6 2 Bots. & Cks. ('32 Cl —100) 536.0 456.6 482.6 507.9 495.0 
262.0 202.8 3 Business Machines........ 08.6 249.8 249.8x 265.1 254.4 
Ee | Re es 242.8 194.8 194.8x 201.3 194.8 
237.1 187.5 10 Chemicals............... 247.7 216.6 222.8 226.4 216.6x 
73.8 42.8 15 Construction............. 88.3 66.9 71.1 72.2 66.9x 
166.4 87.9 10 Copper & Brass........... 217.3 148.0 159.7 161.6 148.0x 
47.8 39.3 2 Dairy Products........... 43.0 37.8 38.9 39.1 37.8x 
41.8 23.3 10 Department Stores........ 42.7 33.3 35.0 34.7 33.3 
100.1 72.8 8 Drugs & Toilet Articles.... 108.8 89.4 95.6 98.2 89.4x 
441.1 227.2 2 Finance Companies....... 388.4 323.5 346.4 351.1 332.1 
70.1 60.9 7 Food Brands............. 71.9 55.9 61.0 61.2 55.9x 
56.6 41.4 4 Food Stores............. 53.2 44.4 46.1 46.2 44.4x 
903.2 65.7 3 Furnilawe...........ss000 122.3 98.3 106.0 104.6 98.3x 
1296.91116.0 4 Gold & Platinum Mining.. 1253.6 973.4 1001.0 981.6 973.4x 
51.0 36.6 5 Investment Trusts.......... 58.6 46.6 49.3 49.4 46.6x 
341.6 265.2 3 Liquor (1932 Cl.—100)... 317.8 266.5 276.5 281.9 266.5x 
189.5 134.7 9 Machinery.............. 209.8 173.3 181.6 180.5 173.3x 
107.4 61.3 2 Mail Order.............. 104.2 85.3 90.0 89.1 85.3x 
83.9 59.4 4 Meat Packing............ 109.6 79.6 87.8 90.2 83.8 
232.5 159.5 14 Metal Mining & Smelting.. 334.1 232.5 262.3 263.9 247.9 
23.4 Se ee 26.5 19.0 22.6 21.8 20.8 
142.8 97.2 2s te & Natural G 158.8 138.3 148.5 145.8 138.3x 
96.6 67.2 18 Public Utilities. . -. 1149 77.5 83.9 84.5 77.5x 
35.4 26.7 4 Redio (1927 c—1 00).... 31.7 24.1 24.5 25.6 24.1x 
100.4 52.5 9 Railroad Equipment....... 112.9 84.5 89.2 90.9 84.5x 
39.8 27.3 24 Railroads................ 48.6 37.2 42.5 44.3 41.3 
ee 2 eer 28.5 16.7 18.4 18.0 16.7x 
87.6 62.7 4 Shipbuilding............. 87.6 62.9 66.0 68.0 62.9x 
124.5 85.2 12 Steel &lron............. 165.6 124.5 138.5 139.0 129.5 
wee) a ee 45.2 37.1 39.2 39.2 37.1x 

i ere 171.2 146.6 153.5 151.9 146.6x 
97.4 76.6 3 Telephone & Telegraph 85.3 66.5 71.6 70.6 6.5% 
Te eo eee 91.8 73.1 79.2 78.8 73.1 
20.9 10.6 4 Tires &Rubber........... 29.2 20.5 25.9 26.0 24.2 
100.2 87.2 4 Teobacco................ 99.4 82.6 83.9 85.5 82.6x 
ee eee 71.9 44.1 47.3 46.2 44.1 
369.2 2392.5 4 Variety Stores........... 346.8 264.0 275.4 272.2 264.0x 
H—New HIGH record since 1931. x—New LOW this year. 

DAILY INDEXES OF SECURITIES 
N.Y. N. Y. Times 
Times Dow-Jones Avgs. ———50 Stocks 
40 Bonds 30 Indus. 20 Rails High Low Sales 

Monday, May 3....... 85.23 174.59 58.25 130.36 129.28 1,027,640 

Tuesday, May 4....... 85.51 176.30 59.41 131.11 130.00 814,210 

Wednesday, May 5.... 85.58 174.67 59.05 131.46 130.31 1,394,760 

Thursday, May 6........ 85.57 175.81 60.32 131.88 129.81 1,654,800 

Friday, May 7......... 85.82 175.89 60.63 132.69 131.49 1,582,560 

Saturday, May 8....... 85.67 175.54 60.14 131.73 131.37 634,660 

Monday, May 10...... 91.55 173.04 58.61 131.05 129.53 779,630 

Tuesday, May 11...... 91.36 172.55 58.95 129.77 128.41 746,944 

Wednesday, May 12... 91.49 172.44 58.89 130.08 128.77 674,076 

Thursday, May 13...... 91.50 167.46 57.27 128.68 125.37 1,773,350 

Friday, May 14........ 91.65 169.15 57.76 127.03 125.13 1,228,360 

Saturday, May 15...... 91.69 169.60 57.90 127.00 126.32 343,560 

STOCK MARKET VOLUME 
Week Ended May 15 Week Ended May8 Week Ended May 1 
5,545,920 4,136,885 9,988,360 
Total Transactions Same Date Same Date 
Year to May 1 1936 1935 

204,122,810 230,401,563 90,540,754 
Note: Latest figures compiled as of May 15. (b)}—1,000 Gross tons. (C}—lron Age. 
(d}—F. W. Dodge—37 states. (e)—Estimated. (f}—Dun & Bradstreet. (G)—U. S. Labor 
Bureau °23-25—100. *—000 omitted. t—000,000 omitted. *—lron Age ‘Composite. 


§—Week ended May 13. Fe.—February. Mr.—March. Ap.—April. 
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Latest Previous Year 
MONEY RATES Week Week Ago 
Time Money (90-day)... ... 114% 114% 11% 
Prime Commercial Paper... . 1% 1% %% 
Call Money............... 1% 1% 1% 
Re-Discount Rate........ 1%4% 11% 114% 
CREDIT 
Bank Clearings, N. Y.+. $3,331 $4,247 $3,396 
Bank Clearings 
(outside N. Y.)t......... 2,065 2,361 1,822 
Brokers’ Loans, F. R.t....... 1,119 1,147 993 
Last 
May 1 April1 Year 
Brokers’ Loans N. Y. S. E.t. $1,187 $1,158 $1,064 
New Corporate Financing? . 104Ap 221Mr, 650 
Latest Previous Year 
COMMODITY PRICES Week Week Ago 
Finished Steel* c per Ib... .. 2.605 2.605 2.097 
Pig lron* $ perton......... 23.25 23.25 18.84 
Steel Scrap* $ perton....... 18.75 19.58 13.42 
Copper, $ perlb........... -14 -14 091% 
ee 0 Se .06 -06 -046 
yi ee 06%, 0634 .049 
p 54%, 55% 4642 
Rubber, $ per Ib............ 20% 22 -153%4 
Crude Oil (Mid-Cont. “ $ per 
barrel... ; AP gir 1.27 1.27 1.17 
Sugar, raw, Sp per wt. ATER .0338 .0345 .0372 
Silk, raw, $ per Ib........... 1.82 1.80 1.60 
Wool, raw, $ perlb........ 1.10-1.12 1.10-1.12 -87 
Wheat, Price, July, $ per bu. 1.18 1.171% -8556 
Cotton Price, July, $ per Ib. . -1276 -1308 -1138 
Corn Price, Dec., $ per bu... 1.1734 1.19% 60% 
Year 
KEY INDUSTRIES April Mar. Ago 
Steel Ingot Prod. (b) (tons)... 5,072 5,217 3,942 
U. S. Steel Corp. Shipments 
ere 1,344 1,414 980 
Pig Iron Production (b) (tons). 3,391 3,459 2,404 
Operating Rate, % Capacity . 92.0§ 92.0 69.0 


Auto Production........... 
Bldg. Contract Awards (d)*.. 
Residential Bldg. (d)*...... 
Engineering Contract........ 
Cement Shipments* (bbis.).. . 


108,204 
216,955 


Cotton Consumption (bales)*. 719 
Mach. Tool Orders, '26— 
LOOT ccisctes .ccceevs 292.5 
Latest 
eek 
Oil Prod., daily aver. (bbls.)* 3,489 
Stocks of Gasoline (bbls.)... . 81,469 
Elec. Pwr. Output (kwh)T... . 2,176 
Latest 
TRANSPORTATION Week 
CoGeMIAGEN . gcc cc cscuss 167 
Miscellaneous Freight* 321 
Merchandise, L.C.L.* 173 
TRADE April 
Dept. Store Sales '23-25— 
Lo EER OO Eee ee 93 
Mail Order Sales®......... $83,508 


Merchandise Imports*...... 
Merchandise Exports*...... 


Business Failures (F)......... 786 
EMPLOYMENT Mar 
Factory (G).. <6c..c0505 555% 101.0 
Durable Goods Industries (G). 96.0 
Consumers Goods (G)....... 106.3 
Factory Payrolls (G)........ 101.2 


90,168 
156,788 


7,879Mr 5,163Fe 


779 
211.6 


Previous 
eek 


3,497 
81,407 
2,193 


Previous 
Week 


782 
326 
171 


Mar. 


93 
$75,106 


802 


Feb. 
98.9 
93.2 

105.1 
95.7 


518,715Mr383,637Fe 438,945 
270,125 231,246 234,632 


67,151 
195,458 
7,186 
577 


125.7 


Year 


Ago 
2,961 
73,018 
1,928 


Year 
Ago 
668 
280 
163 


Year 
Ago 


84 
$66,437 


306,699Mr277,805Fe 198,701 
256,390Mr232,504Fe 195,100 


830 


Year 
Ago 
87.9 
80.2 
96.1 
77.6 



























































The Personal Service Department of Tae MaGazine or WALL Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests te three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 





General Foods Corp. 


As a new reader of your publication I 
would like to know if you feel that General 
Foods will continue to be a Market laggard 
—if it isn’t entitled to move higher on its 
generous yield? 


Due to the inherent stability which 
characterizes the food business gen- 
erally, prospects for General Foods 
cannot be construed as outstanding 
from the standpoint of nearterm 
large potential profit increases. It is 
primarily because of that fact that 
the stock of the company has con- 
tinued rather laggard marketwise, 
whereas numerous other industrial 
issues have registered sharp gains 
over the year past. On the other 
hand, General Foods is a stock which 
has characteristics entitling it to 
consideration by the investment type 
holder. In the first place, the or- 
ganization has demonstrated its 
ability to successfully meet competi- 
tion and to register earnings gains 
on the stock more or less propor- 
tionate to the status of general busi- 
ness conditions. Earnings have 
shown steady progress from the de- 
pression low in 1932 of $1.97 a share, 
net in 1933 having equalled $2.10, 
in 1934 $2.12, and in 1935 and 1936, 
$2.23 and $2.71, respectively. In the 
first quarter of the current year the 
organization enjoyed further prog- 
ress from a volume standpoint, but 
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because profit margins were lower, 
net equalled only 78 cents a share 
or but one cent more than the 77 
cents a share recorded in the March, 
1936, quarter. Because of the fact 
that the eompany has no funded 
debt or preferred stock ranking 
ahead of the 5,251,440 shares of 
common, however, the latter has 
sole claim on earnings and with 
finances in excellent shape, liberal 
disbursements appear likely. The 
shares currently are selling to vield 
nearly 5%, based on the present $2 
annual rate, while the strong possi- 
bility of extras further enhances the 
issue’s attractiveness from an income 
standpoint. The organization’s gen- 
eral line of food products enjoy a 
growing worldwide demand, and 
great potentialities exist in the com- 
pany’s frosted foods line. That divi- 
sion already has shown phenomenal 
growth and the company is planning 
to greatly increase packing facilities 
and to extend retail outlets to sec- 
tions not heretofore tapped. The 
erection of freezing plants in Flo- 
rida will permit the processing of 


the numerous fruit, vegetable and 
other food products of that state. 
Considering the satisfactory income 
return currently obtaining on the 
stock and the rapid strides being 
made in the organization’s frosted 
food division, the future appears to 
hold further possibilities of worth- 
while earnings growth. 





Studebaker Corp. 


I have 150 shares of Studebaker Corp. 
averaging 14% and I am undecided whether 
to continue holding through the summer. 
Please advise me what you think of its 
prospects from here—E. T. P,, Minneapolis, 
Minn. 


Since reorganization early in 1935, 
Studebaker Corp. has demonstrated 
its ability to successfulky meet the 
keen competitive situation existing 
in the industry and for 1936 re 
ported a profit of $2,187,783, equal 
to $1.01 a share on the common 
stock, against a net loss of $1,975; 


622 from March 9, 1935, date of § 


reorganization, through Dec. 31, 
1935. The progress recorded last 
year has been continued thus far in 
the current year and the report cov- 
ering the initial quarter reveals 4 
net profit of $699,459, or 32 eents 4 
share, comparing with $140,655, or 
5 cents a share in the first quarter 
of 1936. Sales of passenger cars and 
trucks during the initial — three 
months of the year increased some 
24% over the like interval of the 
preceding year. The management 
has thus far been suceessful in gaug- 
ing the market for both passenger 
cars and trucks and it seems reasol- 


(Please turn to page 183) 
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New Market Phase Offers 
SUBSTANTIAL PROFITs ... 










: PROFITS Large profits are made by timely purchases of sound stocks 
: — following a full intermediate reaction. On account of ferced 
- situation last year liquidation and general market weakness, a number of over-sold 
3 : situations develop and certain stocks sell temporarily at levels 
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BOOM or 


COLLAPSE? 


Js the market decline a temporary 
reaction, like that of April, 1936, 

offering an outstanding opportunity 

for bargain buying? 

Or are we faced with a serious 

business setback? 


The Stock Market outlook hinges 
largely on summer business con- 
ditions. Be prepared to act de- 
cisively. Send today for the 
UNITED OPINION Summer 
Forecast for business and stocks, 
with selections of issues for pur- 
chase and sale. 


Send for Bulletin W. S. 62 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. AN r Boston, Mass. 














Full Lots - Odd Lots 





LAPHAM, DAVIS 


sx BIANCHI 
Members New York Stock Exchange 
29 Broadway - New York 


Uptown Office Boston Office 
522 Fifth Ave. 49 Federal St. 





Stocks ¢ Bonds e Commodities 


Commission orders executed for 
cash or conservative margin 




















Selling 
Securities 


Why Do Some Men Sell More 
Securities Than Others? 


(1 ) Salesmen differ in their Knowledge 

of Investment Facts. Hence some 
can talk more intelligently and gain the 
investor’s confidence better than others. 


(2) Salesmen differ in their ability to 

capitalize their knowledge so as to 
forcefully present their issues. Hence some 
can close much better than others. 


More Sales 


Babson Institute Course of Training in Secur- 
ity Selling contains the facts so essential to 
success in selling securities and shows how to 
use these facts in a way which meanS—More 
Sales. 

Send for our free Booklet 2625 “Security Sales- 
manship—the Profession,” today. 


BABSON INSTITUTE, Babson Park 
(Extension Division) Mass. 














= 
Rails 
1935 1936 1937 
A ‘High Low Hish Low Hish Low 
Be DEC Ree ne ck RASe kalseee 60 35%, 88%, 59 94%, 69% 
ye meray SER ck cicceisnscecs<zux 37%4 1914 49 21% 55% 4414 
B 
Baltimore & Ohio.................... 18 7% 26h 15h Wh 20% 
Bangor & Aroostook.................- 49% 361% 49) 39 45 40 
if 1 
Caneiien Peche... 2.5.6. 000.ccccscce 133/ 8% 16 10% 17} 124% 
Chesapeake & Ohio.................. 53% 371 17%, 51 68% sate 
ae Gt. Western Pfd.............. 5% 1% 144 4 181, 12 
. & St. Paul & Paviic............. 3 % 2 1} 3% 2 
cM. & ny tte 4 4, Araimg . aa % 4 5 , ia Hr “% 
icago & North Western............. ‘e (7 
Chicago, Rock Is. & Pacific. . 2% % 3 1% $f 2h 
D " 
Delaware & Hudson.................. 43% 23% 54%, 3 58 42 
Delaware, Lack. & TS Ree 1914 11 23% 144%, 24% 1714 
E 
DR i ccatusasesccateekskebes 14 1% 18% 11 23% 13% 
G 
| ere 35, 96 4675 32% 55% 40% 
i 
eS ee 22, 9% 2914 1854 38 22% 
K 
Kansas City Southern................. 14% 3% 26 13 29 20 
L 
ree 11% 5 22 8% 245g 17 
Louisville & Nashville. 643, 34 10234 5714 99 86%, 
M 
Mo., Kansas & Texas. . eee 2% 95 5% 9%, v4 
Mo., Kansas & —_ Pid., NGS ane Reais 16% 5 33 1414 345 244%, 
Missouri Pacific. . rae 3 1 é 2% 6% 3 
N 
kk eee 293%, 12%, 4955 27%, 55% 40 
Oe ON eee 19 6 531 17%, 2 41 
N. Y., N. H. & Hartford............. 81% 256 oY 3 9% 51% 
Norfolk & Westem.................-- 218 158 ee 210 272 23634 
eS Serer 251%, 131% 36% 23% 36% 27% 
P 
Pennsylvania...........-... ; 32% 17% 45 28%, 50%, 39% 
R 
SR ae ee cr eerie 431%, 29% 50%, 35% 47 37 
s 
NS Peer % 3 14 43/4 3 
MM INIIIIG,. 5 o06:5 05.00.5000 bnseceie 251% 12 47 231 65% 4214 
Southern Railway...................- 1614 512 261% 1234 433 24 
U 
NE Sook a. bw dcobannes koe oe 111% 82%, 149%, 108% 1483, 126% 
. — 
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A High Low High Low High} Low 
Go sib cbiaan es sabes bake 37% 28 35%, 17% 285, 24% 
ION 55.5.5 ono. so cme e ne rete er 8614 58 8014 wa 
oy ease c ween e sans 2014 131% He 13 15% 11 
oS Se eee 32 21 403 26% 45 3544 
Allied Chemical & Dye... ........... 173 125 245 7 258) 24 
| a a aE a 9 314 201% 65%, 21% 161, 
Allis Chalmers Mfg.................. 33% 12 81 35% an 60 
a ga 0 48% 12512 75 1144 95 
American Bank Note. 473/g 1314 551% 36 413% 221% 
Amer. Brake ea & b Fy. 4212 21 710%, 40 80%, 57% 
American Can. . ss seseccess++ 149% 110 137% 110 121 971%, 
Rei Garmtdy.................2 33% 10 6014 30 71 “i 
American & Foreign Power............ 9%, 2 9%, 612 13% % 
mer. Power & Light................ 9%, 11 143, 11 161% 9% 
Amer. Radiator &S.S................ 251% 1014 27% 183, 291% 21 
Amer. Rolling Mill............. ... 323% 1534 37 23%, 45% 331% 
Amer. Smelting & Refining... ... 645/2 315% 103 5634 105%, 8114, 
Amer. Steel Foundries......... 25% 12 64 201% 13% 5114 
Amer. Sugar 2: epee et 1014 50% 6352 48% 56% 45 
Amer. Tel, & Tel... 1601, 98% 190% 14916 187. 160% 
og bie ce arean 107 743%, 104 88h 99% 79% 
Amer. Water Works & Elec........... 22% 1 273%, 191, 29/0 18 
Anaconda Copper Mining conte 8 553g 28 oa 4814 
Armour Co. of Ill........ : * 6% 3% T¥e 45/g 13%, 7 
I on 5 Sass 4 cde eo 28 2014 35 26% 37 291%, 
Auburn Auto.......... cod we dle 451% 15 541%, 26/2 36%, 2714 
Pe. nn 5% 25, 7%, 473 9%, 678 
Baldwin Loco. Works 6% 114 1134 2% 111, 6% 
eis wali bh os oe S 22% 113%, 3814 21 4334 31 
NERS ones ene ieee 143%, 5% 28%, 141, 35% 261, 
trice C eign Sh iss Sea ere 2014 14 2834 18 283, 23%, 
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1935 1936 1937 
i ase B High Low High Low High 
RMS rrelid ics 6. ceed vio-mm sb 241 11%, 32 215 y ) 
Bethichem Steel.................00.. 52 21% 171%, pis 4 Bs, 4 oa 
SE NIM 6 ia'2 as cosas 6055s scawe 221% 6% 373, 16% 49%, 33% 
— CAD Rs Se 273%, 21 32 25% 3 24) 
EN eco ci5 4.3.0 ce%6 pers cae fen ole 43% 34 
pocet NOS. 9 eer re eer 17% 814 18%, 121, 234%, 15 
er er eee 55 1 Y y 
Brooklyn-Manhattan Transit............ a6 %4 ou $e 4014 = pet 
= Erie By; 4%, 2134 8% 25% 16/2 

: ig. 7 Ee Senne 9%, 3% 15% 91% 1434 9 
WPA COMALID) <60005csacc. cscs 2% 1% 29%, 16% 33% 22% 
SCE Os WEEE). 5 fa ws 06 bio 4s bo Soden 21% 161 6 y 
Can ade Dry oe ee 17% BY soe 10% ane as 

4 Re eee 11114 454%, 186 924% 176% 138 
Ceres ME 5248 cio scd based sree 361% 91 54%, 100 851 
Ce! ae eo Beier cine vies 5s a bigtins 353 1914 32% 2134 403/, oes 
Certo de Pasco Copper............... 6538 385 74 4T¥, 863/2 621, 
Le eee eee 6114, 36 100 59 68% 561, 
— _— Rese eee lees bv adie 93% 31 138%, 85% 13514 10914 
— ea Bec nscwisis si 3 b/s ei.s slo sce 9 72% 134 84 170% 12214 
— PN IR 6 oso lee 05.6 Sa Rds os 10114, 67 a 94 125%, 11214 
= jum. Gas & Elec RPE eee ee 1534, 33 2332 14 20%, 121 
cg a BO teas Ses Mba hs 3914 84, 44 691%, 5634 
=. a Ee ee ee 561% 915%, 55 8014 6314 
Commercia Solvents pac sas te-a a nate ep 23% 16% wt 1414, 2114 145, 

J R Southern............ 51 21 1 
Consolidated Edison Co. 02202000001 344 sh ah sh oh ost 

Me Ol... eee eee cece ce enes 2% 61 171/ 11} 17) 
Container Corp nonce c es ccecceccsceces 2314 22 261% 1 33 we 205 
Continental Baking A................ 11% 4 3538 103, 373%, 23 
nee cee es 9914, 623%, 8714, 633% 691g 50% 
—— . ee 35 151/44 441, 281/, 47T3/g 401%, 
an Products Refining. H+, , at 63% 7114 55% 
ccs Aleae ig 50 24 1 
Gown Cork Se 48jp 23% 91% 53% 100% 76% 
is Wright... s 9%, 4 8 y 
et cae A. i. ao 6%, 21% 101/ on aah 
utler-Hammer............. sine oe 16 83%, 4314 90%, 16 
D 
0 OSRBRSS SSAA eee rma 5834 223 1083 1 
Distillers Corp. Seagrams.............. 3814 1 3 rte 18th "9 , "et 
se RS tee eae aie osew sicisle cc = 447, 341g 611% 411, 51 3814 
gs i SE creer 583g 174 8214, 50% 77% 491, 
lw Pont de Nemours................. 14614 86%, 18434 33 180%, 14814 
E 
I cs cciessscseseevys 172%, 110% 185 156 1751 
eg PMO ENE nos. oocescessess 383%, 193, 47a 303% isi "345%, 
REDWEORIGM cis. ccceesessese Ue 1% 25% 64, 26% 17% 
Endicott Johnson Corp............ .. 66 52%, 69 53% 60 55% 
F 
Firestone Tire & Rubber............... 25% 131 y y 3 
on Se ee ere 58%, iat 36% 40 P 32 4 =" 
— IN ae ve. Cs ariy o:0ss00 ial 9% 453% 24, 5414 43 
RNIN 6 cialesisiocc a cis ve apiece s 30% 17%, 35% 23% 321%, 25% 
G 
General Amer. Transpt. . . F 481 325 16 421 
er, Transpt.............. 861 
gael Baking pivewiieaad cd. manews ones 133% 73, 20 1032 i944 12% 
+ eve SS Serr eee 401, 2014 55 341 64% 501 
General Foods. 2022020200000, II) 37% «30. 44 33He_sKICSCSD 
— SS eee 72% 59%, 10% 58 65% 60 
— ROU et ee ao ais:s sic sien e's 5932 2652 77 53% 10% 553, 
ieneral Railway PUPRDD 5s cei cicis ales 41%, 15% 57 321% 65, 42 “ 
Gen, Realty & Utility................ 3% %y 4 2 5% 3 
re OMI cscacecccecescccy RE 163/44 71 3314 10%, 5814 
Goodhinh See a vate kotha a ds sia aw ace 491 2338 5514 391 5114 41 
oe te RMD eins ics 'se's-s os 141 19 351% 135 5014 31 
year Tire & Rubber......... : 26% 15% 31% «21% = 4T3p 27H 
Heckers Products 22 143 3 5 
peoaies eal J CRED Eee ery 90 71 ° 1 HH % a ‘ 1 ad 1 a 
_ STS es SP 11% 13% 6%, 175 1 
Hudson Motor Car........ 1714 6% 225 13% Hp ae 
i 
Industrial Rayon 3634 231% 413; 

a GR aan ereaeerse ( 255; 471 1 
— Copper...... sa visieis ae vie seinie 83 2 24, 6h ry bot 
Interborough Rapid Transit............ 23% 8% 18% 0% 13% 6% 

et. Business Machines.............. 190%, 1491, 194 60 89 155 : 
. Biervestes SoA Sons aeemoar eee 65% 34% 105% 56% 111% 991% 
oom t ‘i | SR es eee 41%, 22%, 6637/2 43% 13% 551% 
UN Le rr 14 55% 1914 1114 15% 1014 
J 
Johns-Manville............... visas 99%Q 38% 152 88 155 125% 
K 
Kennecott Copper..............-.-+- 30% 13% 63% 281%, 69% 51 
Lambert... 2... : VETERE 28% 2136 263%, 157% 24 181 
Lehman Som Weptnseseesescesesooees 95% 67, 123% 89 137 is a 
li eee 491, 211 8014 41, 79 6114 
oars ‘ Myers Tob., B.............. 123 933%, 116% 9734, 114 96 
ROR a wii w cals ead ss0c ee 551% 311%4 671 43 1 J 
tine Star ME ocd erences te ceew ne 36% 2272 61 te 3514 ss oy & 
EL ASE On DEP ERE eT 26% 1814 2614 2114 28%, 2114 
Mack Truck 30% 185, 
sete cence eer este esseees (7 491, 273; 621 423 
Macy ra EE ION eee ee Ee 5714 301, 651%, 40'/, ptr 4 
Manel NEI Shc rn a 14% 6%, 25%e 1% 30% 18% 
MB eee Saeco una cw Aa sai ak aes 44 
Mathieson Allali............00s00006 33% 23%, 423 271 1% 35% 
wane Porcuping.................. 45% = 33%, 49Yq BQ DQ 32% 
eesport Tin Plate................ 131 901% 11814 8314 421 3114 
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Folder with Trading Requirements on 


STOCKS BONDS 
COMMODITIES 


Sent to Investors upon Request 


As members of the principal 
exchanges we are in a position 
to be of service to you in the 
purchase and sale of Stocks, 
Bonds and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 


Ask for ‘‘Booklet M,’’ giving trading 
requirements and other information. 


J. A.Acostas& Go. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Ine. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 
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A BARGAIN STOCK 
TO BUY NOW 


We have selected a low-priced stock which 
appeals to us as being one of the most 
attractive speculations on the New York 
Stock Exchange. It is selling much below 
its prospective value, we believe; and those 
who buy this stock could make excellent 
profit during coming months. 

The security in question is within the 
reach of all investors. The company has 
greatly improved prospects. Business is ex- 
pected to expand sharply. Earnings should 
pick up substantially. The action of the 
stock indicates higher prices. In short, this 
is truly a bargain stock. 

The name of this stock will be sent to 
you absolutely free. Also an_ interesting 
booklet, ‘MAKING MONEY IN STOCKS.” 
No charge—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 607, Chimes Bldg., Syracuse, N. Y. 























Complete Investment 
and 


Brokerage Service 


Leaflet explaining Margin re- 
quirements sent on request. 


MCCLAVE & Co. 


MEMBERS 


New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange (Associate) 


67 Broad Street, New York 
Telephone WHitehall 4-8500 





BRANCH OFFICE 
254 Park Ave. at 46th St., N. Y. 











"A LITTLE DOES A LOT” 


Send tor tree cook boos ana aang guide. 
Address Angostura, Norwalk, Conn. 























What's the matter 


Market / 


What took the pep out of stocks? 
Did the market signal a real down- 
turn? Or is the long-pull trend 
still upward? Babson’s current re- 
port gives our plain answer,—and 
recommends investment action. 


Your 
Bond 
Policy 


Recent moves in the market have 
aroused wise investors. Have you 
skillfully overhauled your bond 
policy ? Have you put your port- 
folio in shape to meet the new 
trends? Our report on these ques- 
tions should interest every far- 
sighted investor. 


For Copies of the Above 
Reports Gratis 


write or wire 


Babson’s 
Reports 


Dept. 15-77 
Babson Park, Mass. 
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Odd Lots—100 Share Lots 


By purchasing a diversified list of well 
seasoned securities you improve your in- 
vestment position and increase the mar- 
gin of safety. 

We give the same courteous and pains- 
taking —a to ‘‘Odd Lots’’ as to 
**Pull Lots.’’ 

Send for our booklet “Odd Lot Trading.” 


Ask for M.W. 803 


John Muir&@ 


Established 1898 
Members New York Stock Exchange 


39 Broadway New York 








aaiememiaien 








and other valuable information for investors 
and traders in our helpful booklet. Copy 
free on request. Ask for Booklet MC6 
Accounts carried on conservative margin. 


(HisHoim & (HAPMAN 


Established 1v07 
Members New York Stock Exchange 
52 Broadway New York 
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1935 1936 1937 
High Low High Low High how 
McKesson & Robbins................. 1034 5%e 14% 8%, 164%, 12% 
1. aR Sesoneee 42 244%, 65 40%, $%m%, ($58 
Minn, Honeywell SPR eae “1 " 112 65 120 100 
Minn. Moline Power................. 71Ve si 123% 6% 16% # «11 
Monsanto Chemical.................. 943, 103 79 101 85 
Mont. Ward & Co................. 407, 21% 68 35%, 69 511% 
Nideay Gow....:<..........00...... 2134 4%, 22% 4 20% 13% 
nb ee oe ee Si 1... 245% 17% 
National Biscuit..................... 36% 9214 «385, 285%, 33%_ 25% 
National Cash Reglster................ 231 43 32%, 21% 38% 29% 
National Dairy Prod.................. Qf, 12% 28%, 21 26, 22% 
Nati _ See 344% 23% 333% 255% 35 27% 
National erick puicw sc aeeiwedea Bs Baas 361 2672 4a 311% 
National Power & Light. . .... 143% 4, 1474 92 14%, 9%, 
National _ Bisse 833, 40% 78 57%, 94% 70 
. Air Brake ReSGheapins serene nuns 36% 18% 83 32% 98% 713% 
he, ES arene 10% 4%, 40 e 41%, 28 
SNR occ conse dncsoscens 8 9 35% 23% 34% 235% 
North Amer. Aviation............... 133 2 141, 6% 173 111% 
oO 
SC 5 ener 1414, 9% 18 12% 22% 17% 
1S TS sane eo ae 17%, 4% 20% 2% 24% 16% 
P 
Pacific Gas & Electric................. 31% 131 41 30%, 38 28% 
Packard Motor Car 1 3% 13% 67%, 1232 9% 
Paramount Pictures cae 8 25 7%, 28%, 19% 
| CS SS rene oar 843, 5714 11214 69 10334 941), 
| 2 ~ See Oe nee 281/g 1234 5635/4 255% 59% 461, 
PURINES POUDIBEM... 0.0... ..05.050000 ) 1334 523/, 381, 591%, 49'/o 
i | eer ee 5334 423g 56 401, 651% 55% 
Pape Senvice of N. 5... ..........20% 4635/4 203 501% 39 5234 40%, 
NEN CETS yn sy cs ce > soc se sa ee 527 29/2 6972 367 721, 57%, 
0 EE ae Reena, 7 5%, 247 16 2444 181, 
R 
Radio Corp. of America.............. 133% 4 14%, 9% 123/, 85g 
Radio-Keith-Orpheum 6 1% 10% 5 1014 TY, 
Remington Rand......... ae 7 25 171 291, 21 
I et os a, 9 2972 16% 41, 2712 
Reynolds (R. J.) Tob. Cl. B............ 58% 431, 6014 50 58 50 
Ss 
Safeway Stores........ Sa ere re 3154 4952 27 36 
Schenley Distillers................... 22 55% 3735/4 513, 421, 
EERE ES See nea a 31 10114 5952 9534 81 
2) 3 aera %, 1934, 111 1757/2 1272 
NEES | eee eee 51/4 281, 143, 34344 25% 
Socony-Vacuum _ 105/, 174 1214 2014, 1614 
Splegel, Inc............. 437, 1141/0 63 283, 21% 
Standard Brands. ..... 121/ 181/g 143, 1614, 123/44 
Standard Gas & Elec......... cin 11, 97%2 5i/, 143 1% 
Standard Oil of gs See eat 27%, 47% 35 50 423/ 
ees OP? = aaa 23 481/o 3254 50 431/ 
ON TE 7 i en eee 353%, 103/, 511, 16 64 
NEE scares gun <scbs aoe 64 2414 16% 21 171, 
Stone & anne. Se ee eee 2% 301% 145/g 33% 2114 
——-- 2%, 15% 914 20 13% 
RE ick Sony cicu sss 000s oiso-0 oie 6014 91 70 7714 68 
T 
IR nn eke oh 16 551% 2872 65144 503, 
eee SS eee 283, 443/, 33 3514 
Texas Pacific Coal & Oil.............. 91%, 3%, 151% Th 165/23 121% 
Tide Water Assoc. Oil............... 15% TY 2134 143%, 215 1634 
Timken Detroit Axle................. 131 4/3 27%, 121, 287%, 21th 
Timken Roller Bearing................ 721, 283/, 74> 56 79 601%, 
Twentieth Century-Fox................ 247, 13 385 221 40% 33%, 
U 
Underwood-Elliott-Fisher.............. 87, 53%, 10234 747/, 10014 77 
Union rye ye » SRC AG. nae cuir ke 15%, 105% 15%, 111 95 
Te) eee 4 143, 281 203/44 281, 241, 
United hat ORE ey eer een 303/g 97% 3234 20% 351% 241, 
RN i cian ke Sissi wae 78 963/4 8 91 693/44 
PITT eso ssoccaceuen sos Ts, 1% 9%, 53g 81, 4% 
CEL Skt ca cneecea pense 9234 601/2 87 661/o 863, 79 
9%, 1914 141/, 17 131, 
40% 125144 80% 137 1051/2 
35% 59 314, 435%, 34% 
145, 63% 211 72%, 53 
% 49% 16% 23, 44% 
271% 9 46% 126% 175 
73%, 15434 11514 50 133 
1 7 3% 47, 2% 
“Vv 
RNIN Sooo an nkic daw ose's vw kawis Sines 21%, 1114 305% 16% 393% 26 
Ww 
EE ene 1234 514 1834, 1114, 
Warner Brothers Pictures.............. 2%, 183/g 9% 18 123, 
Wormers Walon Tel... 2... cccscseess 205 9614, 72 831% 5714 
Westinghouse Air Brake.............. 18 50% 3434 573%, 41% 
Westinghouse Elec. & Mfg............ 325%, 1531 944%. 167% 13014 
SY Ser 34% 1 6%, 121, 83/4 
Woolworth............... 51 71 445, 6535 46% 
Worthington Pump & Mach 113%, 36%, 2314 47 341, 
y 
Yellow Tr. & Coach, B................ 91, 2% 231, 83%, 62% 487 
Youngstown Sh. & Tube.............. 47 13 8734, 413%, 101% 15% 
= 
EE COCR S PREECE TORE 143%, 114 4234 1114 40%, 31 


*Annual Rate—not including extras. 
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Investment Services 
L. L. B. Angas 


I SINGLE INTERVIEWS: $200. 
II CONTINUOUS ADVISORY SERVICE: (i) For individuals: $2500 per 
annum (ii) For Corporations: $5000. 

III DISCRETIONARY MANAGEMENT: For Investors who wish Payment 


to be based solely on Results. 


15% of Net Profits on the Fund valued as a whole. No other charges. Mini- 
mum fund $25,000. Accounts may be opened either with cash or securities. 
Securities remain in client's own custody. All transactions through client's 
own banker or broker. Arrangement terminable at client's option. 


Major L. L. B. Angas 


Investment Consultant, 311 Park Ave., N. Y. C. 




















Answers to Inquiries 





(Continued from page 178) 


able to anticipate further progress 
especially in view of the strength- 
ened dealer representation and the 
continuing favorable conditions ex- 
isting in the automotive industry. 
Admittedly, increased costs of ma- 
terials and labor present a problem, 
but this also applies to the organiza- 
tion’s competitors. The company 
had outstanding at the end of 1936, 
$6,814,546 of 6% debentures con- 
vertible into common stock. Inter- 
est is currently being paid at the 
rate of 3% annually, in accordance 
with the indenture, but the company 
beginning January 1, 1938, must 
pay the full 6%. Since the bonds are 
convertible into common stock at 
$12.50 per share, it seems probable 
that some steps will be taken by the 
company to call the issue and force 
tonversion thereby effecting a con- 
siderable saving in interest require- 
ments and accruals. Assuming that 
the bonds are called and the entire 
sue converted into common stock, 
the number of shares outstanding 
increased some 545,000 
hares, bringing the total to about 
2716,000 shares. The advantages 
to the stockholder of such a move 
tle apparent not only because of 
the fact that fixed charges would be 
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eliminated, but also because this 
would be accomplished without plac- 
ing any drain upon working capital. 
With the sales picture continuing 
favorable, the stock quite clearly of- 
fers interesting speculative possibili- 
ties warranting further holding, in 
our opinion. 


American Brake Shoe & Foundry 
Co. 


I have read with great interest your recent 
articles on American Brake Shoe & Foundry. 
Now when this stock is selling back around 
its low for the year I would like to buy some 
of this stock. I will, therefore, be grateful 
for your advice—E. J. F., Savannah, Ga. 


On the basis of the exceptionally 
good earnings record and favorable 
prospects for the company, we too 
feel that you would be warranted in 
acquiring American Brake Shoe & 
Foundry stock around existing quo- 
tations. As you may know, most 
railroad equipment manufacturers 
suffered heavy losses during the de- 
pression years. In the case of the 
subject organization, however, pro- 
fits were recorded in each year but 
one, 1932, although naturally well 
below pre-depression levels. A large 
proportion of the company’s busi- 
ness with the railroads is of a re- 
placement type and includes such 
products as brake shoes, castings and 
forgings, track fixtures, car wheels, 
etc. The demand for these products 
naturally fluctuates with railroad 





activity, but is more stable than 
that for original equipment. In ad- 
dition to the organization’s well en- 
trenched position in the railroad 
equipment field, it also does a con- 
siderable business in brake linings, 
brake shoes, fan belts, and bearings 
for automobiles, trucks and general 
industrial purposes. Sales of the 
company increased approximately 
25% in 1936, over the preceding year 
while the first quarter of the cur- 
rent year showed further improve- 
ment. With about 65% of its busi- 
ness originating with the railroads, 
the increase in carloadings and con- 
sequent larger equipment outlays 
naturally is proving beneficial to the 
company and likely will continue to 
do so in line with further traffic 
gains. Last year the company’s $7 
preferred stock was retired and a 
new $5.25 preferred issued in ex- 
change. The latter security is con- 
vertible into two shares of common 
stock. In the first quarter about 
29,000 shares of the new preferred 
were converted into common and as 
of March 31 only 55,198 shares of 
preferred remained outstanding 
ahead of the 689,226 shares of com- 
mon. Earnings during the quarter 
equalled $1.06 a share on the com- 
mon, after preferred requirements, 
against 56 cents a share on a slightly 
smaller amount of common stock a 
year before. In view of the favor- 
able recent earnings showing and 
the promising outlook generally, the 

























regular $2 annual dividend on the 
common stock may be adjusted up- 
ward or supplemented by sizeable 
extras, in view of the strong financial 
status of the company. 





Kennecott Copper Corp. 


It is my understanding that producers like 
Kennecott do not immediately benefit by any 
price advance for copper as their output is 
contracted for in advance. Am I right in 
this? If so how do you regard Kennecott as 
an investment when increasing production 
may sooner or later bring a downward price 
adjustment—R. E. W., Providence, R. I. 


We believe it is frequent practice 
among copper producers to contract 
with large consumers for require- 
ments some time in advance, espe- 
cially in rising metal markets. To 
state, however, that the producer 
would not immediately benefit from 
any price advance, does not neces- 
sarily follow since it is conceivable 
that advances in the price of the 
metal would likely prompt higher 
contractual prices for future deliv- 
ery. The other point which you 
raise, that of increasing production 
trend, and its effect on metal prices, 
must be tempered with the under- 
standing that the copper producers 
being relatively few in number, have 
in past years been able very success- 
fully to control production, keeping 
it within reasonable bounds, and 
except under extraordinary condi- 
tions, permitting of a price level 
sufficiently high to enable such for- 
tunately situated concerns as Ken- 
necott to operate profitably. The 
properties of Kennecott are produc- 
tive of the metal on a favorable cost 
basis in comparison with its com- 
petitors. The company is conserva- 
tively and simply capitalized, free 
from funded debt and displaying a 
very strong financial status. The 
record of earnings and dividend dis- 
bursements, with the exception, of 
course, of the depression years, tends 
to inspire confidence in the stock for 
its investment quality. Much, of 
course, depends upon metal prices, 
as you suggest, but we incline to the 
point of view that copper will stabi- 
lize around current quotations, which 
are quite high enough to permit 
Kennecott to operate on a very sat- 
isfactory basis. Earnings equivalent 
to $2.36 a share were reported from 
operations in 1936, against $1.22 a 
share in 1935, and we believe the 
prospects for 1937 suggest the con- 
tinuance in uptrend thus established. 
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P. Lorillard Co. 


Please give me your views on P. Lorillard 
Co. at this time. Although it was carried 
down in the recent market break, don’t you 
think its generous yield should help it to 
quickly regain its former high levels?—D. H., 
Indianapolis, Ind. 


We can agree with your point of 
view on Lorillard shares to the ex- 
tent that, at existing price levels, 
the shares appear to merit retention, 
and to offer longer term gradual ap- 
preciation possibilities, rather than 
dynamic prospects for quick profits. 
The shares represent one of the four 
leading cigarette manufacturers, 
which has over a period of some 
years, well established its trade posi- 
tion, strongly established its financial 
status and appears likely to gradu- 
ally further extend the uptrend in 
earnings which is discernible in a 
comparison of reports covering re- 
cent years. Lorillard paid dividends 
totalling $1.50 a share in 1936, and 
earned them. On the basis of that 
dividend rate the shares have an 
appeal for those seeking a generous 
yield in a strongly entrenched indus- 
try. Sales of “Old Gold” cigarettes, 
upon which this company so largely 
depends, are currently reported to 
be increasing at a very encouraging 
rate, responding to promotional 
campaigns which have been suc- 
cessful in the past and which appear 
to have lost none of their appeal. 
We find in Lorillard all the statis- 
tical requirements which we would 
demand of a sound common stock 
investment, and certainly the in- 
dustry which it represents has a 
demonstrated record for compara- 
tive stability. Inter-company com- 
petition is, of course, a factor, but 
it is a factor common to nearly all 
enterprises, and if the record in the 
past and the prospects at the pres- 
ent time are indicative of future 
operations, it need not unduly con- 
cern holders of these shares. 


Continental Can Co. 


I will appreciate anything you can tell me 
about the situation in Continental Can. I 
purchased this stock at around 60 on the 
basis of its yield, and I am now disturbed by 
its sizable decline —B. L., Milwaukee, Wis. 


Although sales of Continental 
Can Co., Inc., set a new high in 
1936, it became necessary, in order 
to comply with the Robinson-Pat- 
man Act and to meet competition, 
to refund approximately $2,500,000 
to customers. In the report cover- 
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ing the 12 months ended March 3}, 
1937, net profit, after the usual 




















































charges including provision for Fed. ( 

eral surtaxes on undistributed eam. i 

ings, was equivalent to $3.18 a share 1 

on the 2,853,971 shares outstanding ¢ 

at the close of the period. A yea; I 

previously, earnings amounted to h 
approximately $4.22 per share. The v 
current position of the company con. — tt 
tinued to be strong. Approximately ti 
70% of the output of the company is § st 
in “Packer’s Cans,” used as contain- tl 
ers for food products. The remainder § ti 
of the production is in general line J cc 
cans, including containers for beer, ea 
motor oil, varnish and other prod- § tr 
ucts. The food pack for the current § th 
year gives promise of being larger — wl 
than that of last year which was re- J br 
tarded by the drought. On the § Th 
other hand, paper containers are now § po 
being more widely used, notably in §— as 

connection with frosted foods. Itis § an 
not likely that any further mate- § cor 
rial encroachment will be encou- § set 
tered from glass containers. Hov- § foll 
ever, competition in the container § exp 
field continues as a restrictive factor § rev 
but one which could be remedied by § tal 
a larger food pack this year, for in- § and 
stance. Continental Can is pro — wou 
tected in a measure from possible § tial 
increased prices of tin plate because § shar 
it is said to obtain about one-half § rent 
of its requirements from a subsid- § the 
iary. At current market levels the fF tille 
shares offer a favorable return on § tive 
the basis of the present dividend § are | 
and in addition hold long pull poss § hold 
bilities marketwise. 

National Distillers Products Corp. : 

I have 100 shares of National Distilles bss, 
bought at 28% and decided to hold after B ciate . 
much thought of selling around this year’ possibi 
highs. It is my opinion that this issue ¥@ burg, | 
worth holding, but I want you to check me 
on this——L. M. P., Detroit, Michigan. Th 

We think your appraisal of Ne- 
tional Distillers shares is a corre! Wri 
one. The shares are attractive mort oe, 
from a long term standpoint, as al rind” 
investment primarily for income™ | me 
than as a trading medium for quick cial 
profit possibilities. The investment! Be, 









return at current quotations is & 
ceptional among stocks representing 
enterprises so well established as thi 
one and the fact that earnin 
power currently not only covet 
dividend disbursements by a wit 
margin, but exhibits an uptrend 
provides a degree of assurance desl" 
able in such holdings. The immed: 
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ate prospect encourages also the 
expectation of maintenance of earn- 
ing power around present levels; and 
were it not for the longer term un- 
certainty by way of possible over- 
production in the industry, it is 
hardly likely that these shares 
would be available at current at- 
tractive price levels. Although Na- 
tional Distillers is one of the 
strongest among its competitors, 
these shares like others representa- 
tive of the industry as a whole, are 
conservatively priced in relation to 
earnings; the market recognizing the 
trend toward over-production, and 
the increasing productive capacity, 
which if not controlled, could easily 
bring about an unhealthy condition. 
There is evidence, however, to sup- 
port the opinion that the industry 
as a whole, particularly the larger 
and well fortified units such as this 
company, are working toward more 
settled inventory status; and that, 
following the initial period of rapid 
expansion usual in new or newly 
revived industries, conditions will 
stabilize and permit of such profits 
and dividend disbursements as 
would fully justify very substan- 
tially higher price levels for the 
shares. It is our opinion that cur- 
rent quotations quite fully discount 
the uncertainties, that National Dis- 
tillers stands high as a representa- 
tive of the industry, and that you 
are fully justified in retaining your 
holdings on a long term basis. 


Curtiss-Wright Corp. 


In view of the fact that I have a 2-point 
loss in Curtiss-Wright common, I will appre- 
cate anything you can tell me about my 
possibilities in this stock—H. K. C., Harris- 
burg, Penna. 


The aviation industry is charac- 
terized by rapid technical develop- 


ments. In this respect Curtiss- 
Wright Corp. has kept in the fore- 
front with its “Cyclone” and “Whirl- 
wind” engines. These are sold on 
order to governmental and commer- 
tial customers. In 1936, approxi- 
nately $11,000,000 of the total sales 
of the organization amounting to 
$18,929,364 were engine sales. Of 
the units sold, 70% were for com- 
mercial planes and the remainder 
for governmental purposes. Un- 
filled orders of the corporation as of 
March 12, 1937, were reported at 
817,652,468 as compared with $12,- 
53,242 on March 13, 1936. An ex- 
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pansion program involving expen- 
diture of about $1,350,000 has been 
announced in connection with the 
engine-producing subsidiary at Pat- 
erson, N. J. The airplane divisions 
of the corporation manufacture 
planes, principally of the military 
types. The United States Govern- 
ment has appropriated increased 
funds for the air service this year 
and a further moderate increase for 
1938. Progress was made during the 
year in the policy of dissolving sub- 
sidiaries and combining operations 
under the parent company. Several 
inactive properties were sold, en- 
abling reduced carrying charges. On 
indicated net earnings of $1,017,657 
in 1936 against a deficit of $172,338 
the previous year, the share equiva- 
lent on the Class “A” stock amounts 
to 88 cents against a deficit of 15 
cents. As applied to the 7,427,670 
common shares outstanding, this was 
equal to a deficit of 17 cents against 
a deficit of 37 cents on a smaller 
number of shares for 1935. Earn- 
ings for the first quarter were re- 
ported at 23 cents a share against 
23 cents a share also a year ago. 
The management anticipates a 25% 
increase in production of engines in 
the current year. The Airplane Di- 
vision has recently secured orders on 
a newly-developed type of plane 
which promises to aid output in that 
division. Indications also point to 
increased activities in the several 


airports controlled. Summing up 
the possibilities at this time, we feel 
that retention of long-term holdings 
is the desirable course to pursue. 


Remington-Rand Inc. 


I have been holding 200 shares of Reming- 
ton-Rand averaging around 18. Now in view 
of the recent market set-back, I would like to 
know if you favor the continued holding of 
this stock or whether a switch gt these levels 
would be wise—H. H. R., Louisville, Ky. 


In the last quarter of its fiscal 
year, ended March 31, 1937, Rem- 
ington-Rand established a record 
for quarterly earnings, $1,732,068 
equivalent, after preferred require- 
ments to 99 cents per share on the 
1,549,158 common shares. <A year 
ago, 61 cents a share was earned on 
a comparable basis. Unfilled orders 
at the end of the period were re- 
ported at record high levels. Al- 
though the final report for the fiscal 
year is not available as yet, J. H. 
Rand, Jr., President of the company, 
stated that the net would probably 
exceed $3,500,000 (after a non-re- 
curring charge of $1,300,000). The 
exercise of options and warrants 
tends to increase the number of out- 
standing common shares and the 
financial program, in time, antici- 
pates the retirement of the out- 
standing debentures and the pre- 
ferred stock through such opera- 
tions. In that event, the company’s 
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remaining capital set-up would con- 
sist of about 2,500,000 shares of 
common stock. The two most im- 
portant divisions of the company are 
the typewriter and the filing-equip- 
ment departments which are said to 
account for approximately three- 
quarters of sales. Other products in- 
clude accounting, tabulating, book- 
keeping and adding machines, busi- 
ness forms, supplies and office fur- 
niture. Demand has been accele- 
rated by replacement of obsolete 
equipment, increased business activ- 
ity, need for detailed reports to 
Governmental Departments, and the 
prevailing tendency to make avail- 
able more abundant statistics. The 
company has adjusted locations of 
some of its manufacturing divisions 
during the year and has arranged for 
more harmqnious labor relations. A 
new product, an electric shaver, has 
been put into production recently. 
The outlook for the company ap- 
pears favorable, even after reckoning 
on increased raw material and labor 
costs. On these indications, we feel 
you would be warranted in main- 
taining your position in the issue at 
this time. 





American Gas & Electric Co. 
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become very much less of a holding 
company than it is today. Whether 
it will be possible to go this far or 
not, certainly if the subsidiaries can 
lower their interest charges and pre- 
ferred dividends it will react to the 
benefit of subsidiary common stocks 
and hence have a beneficial effect 
upon the common stock of the 
parent company. 


Reflecting the improvement in 
steel and other heavy industries 
operating in the territory served 
by the American Gas & Electric, 
together with the increased demands 
of residential and commercial cus- 
tomers, both gross and net income 
have made substantial progress 
over the past few years despite rate 
reductions, higher costs and higher 
taxes. For the twelve months to 
February 28, last, gross revenues 
totalled $70,635,216, compared with 
$65,647,238 for the corresponding 
previous year, while the net income 
in the later period after all deduc- 
tions was equivalent to $2.21 on 
American Gas & Electric common, 
agaist $1.90 a share reported for 
the year ended February 29, 1986. 

During the last calendar year, 
American Gas & Electric’s output of 
electricity was 17% greater than in 
1935 and the gain was made despite 
major interruptions to business 
which were the result of severe flood 
conditions in the spring of 1936. 
Floods occurred again this year, but 
just as their effects were offset in 
1936 by improved general business 
conditions so should their effects 
be offset this year. Throughout 
the heavily industrialized territory 
served by the American Gas & Elec- 
tric Co. business so far this year has 
been in a state of almost feverish 
activity. Although there has been 
some talk of a summer recession, it 
may be nothing more than an at- 
tempt to explain the break in the 
stock market. In any event those 
that anticipate such a_ recession 
seem agreed that it should not be of 
serious proportions and that the 
year 1937 will on the whole show 
gains over 1936. The American 
Gas & Electric Co. itself evidently 
expects a greater demand for electric 





service, for it has budgeted $15, 
000,000 for new construction in 
1937, which is about 50% over last 
year’s budget. 

The common stock of the Amer- 
ican Gas & Electric Co. is currently 
selling for about $32 a share. On 
the basis of the present outlook it 
might reasonably be expected to 
earn the equivalent of between $2.50 
and $3 a share for 1937. On this 
prospect alone the present market 
appraisal is a conservative one, for 
after all this is not the most that 
can be expected of the stock in the 
future. The business recovery may 
continue for some years yet. Nor 
does such an estimate of earnings 
take into consideration the impor- 
tant difference that would result 
from refinancing and simplification 
of capital structure. It is only a 
guess, of course, but it might be 
that the American Gas & Electric 
Co. could save close to $1 a share 
on its outstanding stock before it 
exhausted the possibilities in in- 
terest and dividend savings, and the 
tax and other savings that would 
result from simplification. In view 
of this, and taking into considera. 
tion that it is not the conservatively 
managed American Gas & Electric 
Co. that is most vulnerable to poli- 
tics, the common stock of the com- 
pany is an interesting one from an 
investor’s standpoint. 





Profit Possibilities in De- 
faulted Rail Bonds 
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available was less than $2,000,000 as 
compared with charges of about $6.- 
000,000. The importance of the road 
lies in the fact that it connects such 
roads as Western Pacific, Union Pa- 
cific and Southern Pacific in the 
West with Missouri Pacific, Atchi- 
son, Burlington, Rock Island, Union 
Pacific and Colorado & Southern in 
the East at Ogden and Salt Lake 
City. The value of the road as 4 
link in transcontinental routes was 
heightened by the completion of the 
Dotsero cut-off in 1934, reducing the 
mileage about 175 miles between im- 
portant points in the Middle West 
and the Pacific Coast. Before the 
road can obtain the full benefit of 
this advantage, however, it will be 
necessary to make up considerable 
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deferred maintenance and place the 
property in a position to handle high- 
speed transcontinental traffic. Main- 
tenance charges were greatly in- 
creased last year and current outlays 
will promise to be equally as heavy 
in 1937. 

Last year, the management of the 
road submitted a plan of reorganiza- 
tion but in view of the several con- 
troversial features involved as well 
as the continued low level of earn- 
ings, it is probable that any plan 
subsequently adopted may be con- 
siderably amended. It is interesting 
to note, however, that the manage- 
ment’s estimates of gross and net in 
anormal year would be sufficient to 
cover all fixed and _ contingent 
charges, on the basis of the most 
recently proposed recapitalization, 
better than twice. The Consoli- 
dated 4’s 1936 are outstanding in the 
amount of $34,125,000 and together 
with $6,382,000 414’s are an under- 
lying obligation and secured by a 
first mortgage on 1,560 miles of road. 
The senior position occupied by the 
issue, therefore, would seem to as- 
sure the issue preferential treatment 
in any sound plan of reorganiza- 
tion. At 29, the bonds are distinctly 
attractive for speculative funds. 


Wabash Rwy,., Ref. & Gen. 51/2's 
1975 


While operations of the Wabash 
in normal years provided earnings 
sufficient to support bonded debt 
without difficulty, outstanding obli- 
gations proved too heavy to be car- 
tied by the severely restricted vol- 
ume of traffic during the depression 
years. Revenues were adversely af- 
fected by curtailed automobile out- 
put and subnormal crop movements. 
During the past two years, however, 
tevenues and earnings have dis- 
played considerable recuperative 
strength and last year fixed charges 
were 838% earned, the best showing 
ince 1930. Recently the receivers 
were denied permission by the U. S. 
District Court in St. Louis to pay 
emi-annual interest on the first 
mortgage bonds and an underlying 
issue, and directed that funds be 
Wed to liquidate accrued mainte- 
tance. The Court also ordered that 
a plan of reorganization be sub- 
mitted within 60 days. Early reor- 
ganization of the road has thus be- 
‘me a definite possibility. The 
lnior issues, including the bonds in 
question, will undoubtedly be scaled 
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Cost to 14,000 jobs were created 
during the last five years by the lo- 
cation of new industries or expan- 
sion of existing concerns in New 
York areas served by the Associated 
System. 

This industrial development re- 
sulted largely from a definite pro- 
gram. In this, community organiza- 


- tions, Associated operating compa- 
nies, and the System’s Industrial 


Development Division cooperated 





Shaded areas in New York are served by Associated 
System. Adjoining shaded areas are part of total 
territory also served by Associated compamies. 


to help concerns find betterlocations 
and to expand their operations. 

About 42% of the area of New 
York State is served by Associated 
companies. The hundreds of com- 
munities in this area offer a wide 
choice of industrial advantages. 

a e e 

Full information about these industrial 
areas may be obtained from our Indus- 
trial Development Division, 150 Broad- 
way, New York City. 
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“BALI is on the wire” 


You may never talk to that remote island. But you 
may be interested to learn that it is now within 
reach of Bell System service, just as El Salvador, 
Puerto Rico, Jamaica and Tasmania were also re- 
cently added. So the scope of your telephone service 
grows, year after year—wider, cheaper, better— 
reaching some 70 countries and a score of ships at 
sea—93% of all the world’s telephones. 
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down and may be exchanged in part 
for contingency interest securities. 
Earnings this year, however, have 
recorded further gains and in a peri- 
od characterized by further business 
recovery the 5%4’s 1975, or the se- 
curities which may be issued in their 
place under reorganization, should 
be worth more than current quota- 
tions around 40. 


Chicago Great Western Ist 4's 
1959 


Affairs of Chicago Great Western 
have taken a decided turn for the 
better. In 1936 gross revenues in- 
creased nearly 21% and fixed charges 
were covered 1.19 times as compared 
with only 73% of requirements in 
1935. Traffic increased about 18% 
in the first three months of this 
year. 

It was proposed, under the terms 
of the reorganization plan formu- 
lated last year, to give holders of the 
$35,544,000 Ist 4’s 1959, 25c in new 
first mortgage 4’s, 25% in general 
income 4’s and 50% in 4% non- 
cumulative preferred stock. Addi- 
tional income bonds were to be giv- 
en in lieu of unpaid interest. Ob- 
jections were raised and for the pres- 
ent the situation appears to be stale- 
mate. In view of the strong mort- 
gage position held by the bonds, 
however, more favorable treatment 
appears to be a virtual certainty. 
Moreover, the marked improvement 
in the road’s financial position sug- 
gests a possible payment in the near 
future against unpaid interest. All 
in all the potential value of the bonds 
appears greater than the current ap- 
praisal of 46 cents on the dollar. 





Market Turn Is at Hand 





(Continued from page 141) 


ours, the British Government also 
desires further recovery and will not 
hesitate to lend a word of cheer to 
groggy markets, if necessary. 

As a final word, the reality is un- 
changed that the investor can obtain 
a yield of 3 to 6 per cent in numerous 
sound equities, whereas cash at short 
term continues to command a frac- 
tion of such wages. Around present 
prices can be found scores of stocks 
priced at 10 to 15 times probable 
1937 earnings. As an interesting 
sidelight, divergent group perform- 
ance in the reaction, by industries, 


is shown in a table accompanying 
this article. This should be studied 
with care, for whether a group of 
stocks has declined more or less than 
the average of the market does not 
necessarily make it either attractive 
or unattractive. For example, fi- 
nance company stocks declined but 
little in the recent reaction because 
they had already experienced a 
broad decline before the general re- 
action began. Specific security rec- 
ommendations will be found else- 
where in this issue, as well as in our 
last previous issue, dated May 8. 





Arming for Neutrality— 
Trading for Peace 





(Continued from page 143) 


policy to meet the situation in which 
we find the world today. It is a 
disorderly, troubled world, and the 
obligation imposed upon us, it seems 
to me, is to continue to work in be- 
half of peace through international 
trade, and for our own country’s 
protection in the event of war. If 
we do this, thoroughly and conscien- 
tiously, we shall at least be discharg- 
ing our responsibilities as American 
citizens. And we can always take a 
fine pride in that. 





National Dairy Products 
Corp. 





(Continued from page 173) 


last in the tax on undistributed pro- 
fits. For example, the financing de- 
ductions which were taken last year 
will not be available this year. While 
some revisions of this tax law are 
anticipated, it is not expected that 
the principle will be abandoned. 
There are, of course, two sides to 
the undistributed profits tax; stock- 
holders are usually delighted with 
the distributions it forces. On the 
cther hand, it is unquestionably a 
deterrent to expansion and National 
Dairy Products is an expanding com- 
pany. Last year more than $12,000,- 
000 was spent on replacing and add- 
ing to capital assets. Moreover, the 
fact that stockholders at the annual 
meeting which was held recently ap- 
proved an increase of the authorized 
common stock from 7,000,000 to 8,- 
000,000 shares is possibly an indica- 


tion that the company is to resume 
more actively the policy of acquiring 
smaller dairy concerns for a stock 
consideration—the policy by which 
it grew to its present size. Even 
though other companies are acquired 
mainly for stock, money must usv- 
ally be spent upon them before they 
fit perfectly into the National Dairy 
organization. It is just possible that 
expansion itself, the needs of an ex. 
panded business, coupled with the 
effects of a higher price level, will 
force National Dairy into the mar. 
ket for additional funds before the 
company grows very much older. 
Under these circumstances it might 
be better in the long run were the 
company to be able to retain a fair 
part of its earnings. 

Nor must it be thought when we 
speak of expansion that it is to ex- 
pansion only in this country that we 
refer. It might be thought at first 
glance that the dairy business were 
of a localized nature. National 
Dairy’s milk territory, however, may 
be said to be everything lying to the 
east of the Mississippi. Its manv- 
factured lines move all over the 
country—indeed, all over the world. 
The company even has _ plants 
abroad. Talking of its subsidiary, 
Kraft-Phenix Cheese Corp., Na- 
tional Dairy’s last annual report re- 
marks that “During the last five 
years Kraft’s branches in England 
have more than doubled their vol- 
ume. Its Australian business has 
also shown a decided improvement 
over previous years. Foreign opera- 
tions generally have been most satis- 
factory. Kraft plans to enter the 
Argentine market in the near fu- 
ture.” Hence, when the word “ex- 
pansion” is applied to National 
Dairy Products it must be under- 
stood to imply something pretty 
much of a world-wide nature. 


It is not altogether easy to say 
why the common stock of the Na- 
tional Dairy Products Corp. should 
be selling in this era of easy money 
at $22 a share to yield almost 6 per 
cent on the basis of the regular divi 
dend alone. It is not as if the divi 
dend were not perfectly safe so far as 
anyone can tell; as a matter of fact 
one can confidently predict that more 
than the regular dividend will be 
paid this year. One can foresee, 
moreover, both expanding business 
and expanding profits. It may be. 
of course, that the political muddy- 
ing of the milk waters has acted as 
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STREET 


You Can Still Have a Copy of This 
Important New Book—Free 


HETHER you are actively in- 
terested in trading, or only 
gecasionally buy and sell securities, 
you will be repaid many times over 
for the time you spend reading this 


valuable little book. 


New—Timely 


Everything you need to know about 
the procedure of buying and selling 
securities under today’s market con- 
ditions is simply and authoritatively 
set forth, and many practical examples 
are cited. 


Beginning with a practical discussion 
of the effects of S. E. C. regulations— 
and how to select your broker—“How 
to Profit Through a Knowledge of 
Brokerage House Technique’”—com- 
prehensively, yet simply covers every 
technical phase of buying and selling 
securities. 


It tells you how to open a brokerage 
acount—the different kinds of buy- 
ing and selling orders and when to 
ue them—how to determine the cor- 
rect buying and selling price—what 
to consider when dealing in odd lots— 
‘stop loss” orders—how to read a 
troker’s statement—these are just a 
few of the important phases covered. 


Truly, this is a workable and easily 


understandable text, explaining a 


profitable subject so that you can 
readily understand and apply its 
methods to your individual needs. 


Free With Yearly Subscriptions 


This book is not for sale. It was pre- 
pared for THE MAGAZINE OF WALL 
STREET subscribers—was offered with 
We have but a 
limited quantity now available, so 
If you did 


not receive it as a subscriber, “How 


yearly subscriptions. 
urge you to act at once. 


to Profit Through a Knowledge of 
Brokerage House Technique” will be 
sent with a one year’s renewal now. 


Other Privileges You Enjoy 


Yearly subscribers also enjoy the con- 
sultation privileges of our Confiden- 
tial Inquiry Service. No other organi- 
zation has the facilities to duplicate 
this cooperation—the only stipulation 
is that inquiries be limited to not 
more than three listed stocks or bonds 
at a time in order to facilitate replies. 
This enables you to personalize the 
work of THE MAGAZINE OF WALL 
STREET in accordance with your par- 
ticular requirements—and, as in the 
case of many new subscribers holding 
securities about which they know but 
little, this department might quickly 
make or save you hundreds or thou- 


sands of dollars. 


Fill in and Mail This Coupon—Now 


How to 


Profi t Th rough 
nowledge of 


rokerage House 
Tech n ique 


By George § fe seers 
Market: Technitigg ee 
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a broker—what service can you 

expect. 
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When to have your stocks and 

bonds in your own name—safe- 
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Margin Accounts 

SEC requirements — how they 
have affected the technique of 
trading on margin—short sales. 
Your Broker’s Statement 
How to read it—how to keep a 
record of your margin status— 
favorable buying and _ selling 
prices in relation to margin re- 
quirements. 
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Enclosed find my remittance of $7.50 for which enter my subscription to 
THE Macazine or WALL StrEET for one year—including free Per- 
sonal Inquiry Service—and send me ‘ 
edge of Brokerage House Technique.” 


‘How to Profit Through a Knowl- 


Consultation Privileges Through 
Personal Service Department 


Your subscription gives you the privilege of writing 
or wiring for personal opinions by our experts on 
listed stocks or bends (as many as three each time 
and as often as you wish). 
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Dividends and Interest 





Imperial Oil Limited 
Dividend 


NOTICE TO SHAREHOLDERS AND 
HOLDERS OF SHARE WARRANTS 


THE 


NOTICE is hereby given that a semi-annual 
dividend of twenty-five cents (25c) per share 
and a special disbursement of thirty-seven and 
one-half cents (37%c) per share, both in Cana- 
dian currency, have been declared and that the 
game will be payable on or after the lst day of 
June, 1937 in respect to the shares specified in 
any Bearer Share Warrants of the Company of 
the 1929 issue upon presentation and delivery 
of Coupons No. 47 to any Branch of: 
THE ROYAL BANK OF CANADA, in Canada. 

The payment to Shareholders of record at the 
close of business on the 14th day of May, 1937, 
and whose shares are represented by registered 
Certificates of the 1929 issue, will be made by 
eheque mailed from the offices of the Company 
on er before the 3lst day of May, 1937. 


The transfer books will be closed from the 
15th day of May to the 3lst day of May, 1937, 


inelusive, and no Bearer Share Warrants will be- 


“split’’ during that period. 


Under The Income War Tax Act of the Do- 
minion of Canada a tax of 5% is imposed on 
all persons who are non- -residents of Canada in 
respect of all dividends received from Canadian 
debtors, and such tax must be withheld at the 
seurce. The above tax will be deducted from all 
dividend cheques mailed to non-resident share- 
holders and the Company's Bankers will deduct 
the tax when paying the dividend to or for the 
account of non-resident shareholders on presen- 
tation of coupons. Ownership certificates will be 
required by the paying Bankers in respect of all 
dividend coupons presented for payment by resi- 
dents of Canada. 


Stockholders resident in the United States are 
advised that a credit for the 5% Canadian tax 
withheld at source is allowable against the tax 
shown on their United States Federal income 
tax return. If it is desired te claim such credit 
on the return the United States tax authorities 
require the receipt or certificate of the Canadian 
Commissioner of Income Tax for such payment. 
In order for the taxpayer to secure such proof 
from the Canadian Commissioner it is necessary 
for the United States stockholder to submit, at 
the time of cashing his dividend coupon, an 
ownership certificate on Canadian form 4601. 
Only in this way can the Canadian Commissioner 
identify the withheld Canadian tax with the spe- 
cific recipient of the dividend in order to furnish 
the necessary mdividual receipt. If Forms ¢601 
are not available at local United States banks, 
they can be secured by requesting the same from 
the Company’s office or at any branch of The 
Royal Bank of Canada, in Canada. 


BY ORDER OF THE BOARD 
F. E. Holbrook, Secretary. 


56 Church Street, 
Toronto, Ontario. 











MOTOR WHEEL 
CORPORATION 
Dividend Notice 


Lansing, Michigan 
May 6, 1937 


The Board of Directors today 
declared a quarterly dividend of 
forty cents (40c) per share on the 
common stock payable June 10, 
1937 to stockholders of record at 
the close of business May 20, 1937. 


C. C. Carlton, 
Secretary 























UNDERWOOD ELLIOTT FISHER COMPANY 
The Board of Directors at a meeting held May 
13, 1937, declared a dividend for the second 
quarter of the year 1937 of $1.00 a share on 
the Common stock of Underwood Elliott Fisher 
Company, payable June 30, 1937 to stockholders 
of record at the close of business June 12, 1937. 
Transfer books will not be closed. 
C. S. DUNCAN, Treasurer. 

















a deterrent to investor interest. 
Then, too, companies in the field of 
consumers’ goods are unquestion- 
ably out of favor at the present time 
and this may have something to do 
with it. On the other hand, even 
though political conditions are a 
drawback and even though one can- 
not expect the earnings of National 
Dairy to soar as is possible in the 
case of some companies in heavy 
goods, why should it not be that 
there is no “catch” in the seeming 
cheapness of the company’s stock— 
that it is indeed relatively under- 
priced? We incline to this view and 
think that the stock will appreciate 
in price during the coming months. 





The Next Move of the Money 
Managers 





(Continued from page 146) 


enough to invite Federal repression. 

In summary, we conclude that no 
further moves by our money man- 
agers to restrain the stock or com- 
modity markets are now in prospect. 
This leaves for consideration the 
probable moves to be made in solv- 
ing the two chief New Deal fiscal 
problems of the moment-—the bud- 
get deficit and the embarrassing ex- 
pense of buying all offered gold for 
the purpose of sterilization by the 
Treasury. 

We rather suspect that Mr. Roose- 
velt is playing a shrewd political 
game in his current budget policy 
Revenues having fallen under esti- 
mates, he is no doubt desirous of ob- 
taining some moderate economies— 
without departing significantly from 

$7,000,000,000-level of spending— 
but he is even more interested i 
warding off heavy new spending 
projects that would otherwise be cer- 
tain to originate in Congress, and in 
leaving himself largely in control of 
the pursestrings and the various 
projects. 

His strategy, therefore, has been to 
dangle before the eyes of Congress 
the threat of a new and rather im- 
portant tax bill either late this year 
or at the next session, if the gentle- 
men of the Senate and House do not 
behave themselves and remain rea- 
sonably within his budget limits, as 
now revised. 

Now Congress, with elections 
looming up in the autumn of 1938, 
has no stomach for tackling a gen- 


eral tax bill. For this reason, the 
chances are that its appropriations 
will at least be held within My 
Roosevelt’s desires; and that so far 
as the spending side is concerned— 
assuming no further underestimate 
of revenue—the President’s objec. 
tive of a “layman’s balance” of the 
budget may be had in the fiscal year 
beginning July 1. This would mean 
a balance of cash income and outgo 
and the end of deficit financing. 

It is possible, but by no means 
certain, that the most controversial 
of all appropriations and the one 
that is most vital to the budget bal- 
ance—that for relief—may be cut 
below the $1,500,000,000 that the 
President asked. There is a con- 
siderable body of sentiment in Con- 
gress for cutting relief to $1,200, 
000,000 or even to $1,000,000,000. 
This is only partly a sincere desire 
for economy. Many Senators and 
Representatives have little taste for 
the demonstrated performance of 
W P A, and even more are annoyed 
by the Farley system under which 
appropriations granted to be spent 
at the Administration’s discretion 
are used as a patronage whip with 
which to coerce the legislators. 


As a matter of fact, there is much 
of unreality in the economy drive— 
and will be unless and until Congress 
revolts and withdraws Mr. Roose- 
velt’s discretionary relief-spending 
powers. As matters are now run at 
Washington, it does not matter par- 
ticularly whether Congress votes $1,- 
500,000,000 or $1,000,000,000 for re- 
lief. Mr. Roosevelt and Mr. Hop- 
kins can and will spend the appro- 
priation as fast as they think is 
necessary or desirable, and if the 
money runs out before the fiscal year 
is up they merely have to go back 
to Congress for a deficiency appro- 
priation. 

One is fairly safe in assuming that 
the affable Mr. Roosevelt is less wor- 
ried over the fiscal outlook than 
some press comment would seem to 
imply. 

What few in Congress seem to have 
realized is that 1936 business activ- 
ity mounted substantially above the 
1923-1925 average only during the 
second half of the year and that in- 
come taxes for the full year, reported 
in March, were held back by the less 
active business of the first half of 
1936. For the past six months the 
production index of the Federal Re 
serve Board has averaged about 115, 
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against approximately 98 during the 
frst half of 1936 and an average of 
about 101 for the full year 1936. In 
other words, business activity for 
the calendar year 1937 could aver- 
age considerably under the level of 
recent months and still bring in, 
next March, much more in income 
tax revenues than was the case this 
year. 

In fact it would take more of a 
reaction in business than appears 
likely to change the outlook for sub- 
stantial increase in Federal revenues 
during the 1938 fiscal year. With 
this probability in the back of his 
mind and with a new flood of spend- 
ing projects meanwhile choked off in 
Congress, we rather think Mr. 
Roosevelt hopes and expects in 1938 
—an election year—to be able to 
say: “Behold! We are spending less 
than our income, and our promise 
has been kept.” 

As for the mystery of what is to 
be done about gold, the answer—in 
this writer’s opinion—is that no 
startling move is on the cards. 
Whatever the wisdom of the $35 
price established in the days when 
the New Deal was striving might 
and main to lift the price level, an 
arbitrary reduction of the price now 
would probably do more harm than 
good, would be of doubtful political 
feasibility and in no event is prob- 
able. As for other control measures 
applied to the movement of gold— 
such as embargoes, special taxes and 
whatnot—the elemental fact is that 
a country is either on a gold stand- 
ard or is not. If on a gold standard, 
it will buy and sell gold at a fixed 
price. If it will not buy or sell gold 
at a fixed price it is on a paper- 
money standard. Our departure 
from a $35 price for imported gold 
would undoubtedly involve a re- 
alignment of foreign exchange rates 
all over the world. 

Moreover, gold in huge quantities 
has not come here solely because of 
our $35 price. Much of the flow has 
reflected a flight of capital from war- 
frightened Europe. Much also has 
telected foreign investment and 
speculative purchases of American 
securities on the conviction that po- 
lentialities for profit here were 
greater than abroad. In time—and 


that time may be near—this capital 
ovement may round out or termi- 
hate. 

Fears of a general war in Eu- 
tope 


are waning; and we have 
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reached a level in the recovery cycle 
at which potentialities for our secur- 
ities obviously are not as great as 
they were a year or two ago. For 
both reasons, foreign demand may 
recede. It will certainly be checked 
for the near-term by the dash of 
cold water recently experienced in 
market reaction abroad and here and 
by greater doubt as to the second 


half-year prospect for American 
business. 
Meanwhile, in little more than 


four months, our venture in steriliz- 
ing gold has cost the Treasury more 
than $600,000,000. This gold is kept 
out of excess bank reserves but does 
augment bank deposits. Since total 
bank deposits have declined because 
of liquidation of bank holdings of 
Government bonds in recent months, 
the simplest way out of the dilemma 
would merely be to stop sterilizing 
the gold. Such increase in excess re- 
serves as might occur in the near 
future would not be dangerous in the 
present setting. Indeed, Washington 
has persistently exaggerated the 
risks of a run-away inflation of pri- 
vate credit. Thousands of unsound 
banks and amateur bankers passed 
out of the picture between 1929 and 
1933 and in the minds of the sur- 
vivors the lessons of the great defla- 
tion are still painfully fresh. It is 
due far more to the caution of the 
present-day bankers, than to Fed- 
eral controls, that security loans and 
real estate loans—the two outstand- 
ing items of excess in the last boom 
—are now about what they were at 
the bottom of the depression. 

Finally, there is another way out 
of the gold dilemma—at least tem- 
porarily; and as this is written it ap- 
pears to have been resorted to. Per- 
mit or induce somebody else to buy 
the world’s loose gold. The interest- 
ing fact is that for the past week 
the British Stabilization Fund has 
stepped into the London _ gold 
market and has become a_ big 
buyer—for reasons not officially ex- 
plained but mayhap reflecting a 
little prodding from the control offi- 
cials on this side of the Atlantic; 
perhaps something like: “Look here, 
now!” from Mr. Morgenthau, “We’re 
not going to be the goat much 
longer.” 

At any rate the British are buying 
gold and so are the Dutch, and the 














stream of gold that had for long 
been running this way at more than | 
$100,000,000 a month has dwindled 
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International Petroleum 
Company, Limited 


to Shareholders and the Holders of 
Share Warrants 


Notice 


NOTICE is hereby given that a semi-annual 
dividend of 75c per share and a special dis- 
bursement of 50c per share, both in Canadian 
Currency, have been declared, and that the same 
will be payable on or after the 1st day of June, 
1937, in respect to the shares specified in any 
Bearer Share Warrants of the Company of the 
1929 issue unon presentation and delivery of 
coupons No. 47 at: 


THE ROYAL BANK OF CANADA, 
King and Church Street Branch, 
Toronto, Canada 


The payment to Shareholders of record at the 
close of business on the 21st day of May, 1937, 
and whose shares are represented by registered 
Certificates of the 1929 issue, will be made by 
cheque, mailed from the offices of the Company 
on the 3lst day of May, 1937. 


The transfer books will be closed from _ the 
22nd day of May to the Ist day of June, 1937, 
inclusive, and no Bearer Share Warramts will 
be “split” during that period. 


The Income Tax Act of the eo gee of Can- 
ada provides that a tax of 5% shall be im- 
posed and deducted at the source on all divi- 
dends payable by Canadian debtors to non-resi- 
dents of Canada. The tax will be deducted from 
all dividend cheques mailed to non-resident share- 
holders and the Company’s Bankers will deduct 
the tax when paying coupons to er for account 
of non-resident shareholders. Ownership Certi- 
ficates will be required by the paying Bankers in 
respect of all dividend coupons presented for pay- 
ment by residents of Canada. 


Shareholders resident in the United States are 
advised that a credit for the Canadian tax with- 
held at source is allowable against the tax shown 
on their United States Federal Income Tax re- 
turn. If it is desired to claim such credit the 
United States tax authorities require evidence 
of the deduction of said tax. In order to secure 
such proof Ownership Certificates (Form No. 
601) must be completed in duplicate and the 
Bank cashing the coupons will endorse both cop- 
ies with a certificate relative to the deduction 
and payment of the tax and return one Certi- 
ficate to the shareholder. H Forme Ne. 601 are 
not available at local United States banks, they 
ean be secured from the Company’s office or the 
Royal Bank of Canada, Toronto 


By order of the Board, 
J. R. CLARKE, Secretary. 
Canada. 


56 Chureh Street, Toronto 2. 


10th May, 1937. 
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ALLEGHENY STEEL CO. 


Brackenridge, Pa. 


Allegheny Steel Company has declared a 
dividend of $1.75 per share on the out- 
standing shares of their 7% cumulative 
preferred stock, payable June lst, 1937 
to stockholders of record at the close of 
business May 15th, 1937. 


A dividend of 40c per share has also been 
declared on the outstanding shares of 
their common stock payable June 16th, 
1937 to stockholders of record at the 
elose of business June Ist, 
1937. 


F. H. STEPHENS 
Vice-President and Treasurer 
































BAYUK CIGARS INC. 


PHILADELPHIA 
\ quarterly dividend of 134% ($1.75 per 
share) on the First Preferred stock of this cor- 
poration was declared payable July 15, 1937, 


io stockholders of record June 30, 1937. 


A dividend of eighteen and three-fourths cents 
(1834¢) per share on the Common stock of this 
corporation was declared payable June 15. 1°37, 
to stockholders of record May 31, 1937. 

Checks will be mailed 
John O. Davis 

Secretary 


May 14, 1937. 
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WISE Mine Investing 


The need of intelligent and accurate facts to 
safeguard the investor in mining securities is more 
urgent than ever. 


_ The MINES RECORD publishes in every week's 
issue, from 250 to 400 reports on gold, silver, copper, 
lead and zine mines of North and South America, 
authoritative facts, financial reports and mine 
developments, discoveries, promotion plans, pro- 
duction costs, security quotations, statistical data, 
metal prices, 8. E. C. reports, etc. 


Protect your investments—analyze the facts— 
then make F nord decision—send $1.00 for two 
months SPECIAL subscription trial, or 20c for 
Current Edition. 


1 La 
MINES RECORD "Von 











‘Dividends and Interest 





AMERICAN RADIATOR 
STANDARD SANITARY 


CORPORATION 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share on 
the Preferred Stock has been declared payable 
June 1, 1937, to stockholders of record at 
close of business May 25, 1937. 
A quarterly dividend of 15¢ per share on the 
Common Stock has been declared payable 
June 30, 1937, to stockholders of record at 
close of business May 28, 1937. 


Transfer books will not be closed. 
ROLLAND J. HAMILTON 
May 14, 1937 Secretary and Treasurer 











AMERICAN GAR AND FOUNDRY 
COMPANY 
30 CHuRCH STREET 
New York, N. Y. 
There has been declared today a dividend of 
twenty-five cents (25¢) per share on the 
Common Capital Stock of this Company, pay- 
able June 4, 1937, to the holders of record 
of said stock at the close of business on 
May 24, 1937. 
Transfer books will not be closed. Checks 
will be mailed by Guaranty Trust Company 
of New York. 
CHARLES J. Harpy, President 
Howarp C. Wick, Secretary 
May 10, 1937 





NATIONAL DAIRY 
PRODUCTS 
CORPORATION 


A dividend of $1.75 a share on the 
Class A and Class B Preferred 
Stocks and a dividend of 30 cents a 
share on the Common Stock have 
been declared payable July 1, 1937, to 
stockholders of record June 2, 19377. 


A. A. Stickler, 


Treasurer 


May 13, 1937 








THE H. W. GOSSARD CO. 


DIVIDEND NOTICE 





The Board of Directors of THE H. 
W. GOSSARD CO., on May 3rd, 1937, 
declared a dividend of twenty-five cents 
(25c) per share on the outstanding com- 
mon stock, payable June Ist, 1937, to 
stockholders of record at the close of 
business May 15th, 1937. Checks will 
be mailed. 

A. J. TROJAN, Secretary. 











to a tiny trickle for the time being. 
What next? A sober period in the 
markets and a mild summer business 
recession, followed by renewed ad- 
vance with the blessings of our 
money managers as long as progress 
is orderly, prices do not outrun con- 
sumer purchasing power and specu- 
lation holds itself within bounds. 





American Locomotive Co. 





(Continued from page 155) 


is also a powerful argument now 
that earnings and credit position 
have both improved sufficiently to 
finance necessary equipment needs. 

The passenger division, always 
secondary to freight but promising 
to become increasingly important in 
the present program of the railroads, 
should also bring considerable new 
business to the locomotive builders 
in general and to American Locomo- 
tive in particular. Streamlining, the 
new note in passenger train design 
and equipment, started with light 
weight Diesel powered locomotives 
and seems likely to become an es- 
sential feature of new passenger lo- 
comotive design for steam and elec- 
tric engines as well. The idea of a 
fast streamlined train has caught 
the fancy of the traveling public. 

Instances are quoted in railroad 
circles where new streamlined trains 
have increased revenues by as much 
as a third and when substituted by 
equipment of older design, the traf- 
fic falls back to former levels, even 
though the substitution is equal in 
appointments and traveling com- 
forts and exactly the same schedule 
is maintained as the streamlined 
train. In order to meet the compe- 
tition of the Burlington “Zephyr” 
between Chicago and the Twin 
Cities, the Chicago Milwaukee & St. 
Paul ordered the new streamlined 
steam locomotive built by Ameri- 
can Locomotive for its “Hiawatha” 
train. According to a recent report 
based on less than 22 months op- 
eration of what are now four sched- 
uled trains of the “Hiawatha” desig- 
nation, approximately 500,000 reve- 
nue passengers have been carried 
and officials of the road estimate 
that the trains have earned approxi- 
mately $1,000,000 in the year 1936. 
The cost of the four trains is esti- 
mated at about $800,000. 

The equipment was not only a 


good investment but has proven 
necessary to hold St. Paul’s com. 
petitive position on this run. A¢. 
tual experience showed that the 
“Zephyr” took business away from 
both the St. Paul and Chicago 
Northwestern over the same route. 
The “Hiawatha” took business from 
both the Burlington “Zephyr” and 
Northwestern crack “400” train (not 
streamlined). Now the Chicago 
Northwestern has ordered a stream- 
lined steam engine of the Hiawatha 
type to get back some of the busi- 
ness lost to its streamlined competi- 
tors. After studying such examples 
of the practical economics of these 
travel fancies of the public, railroad 
men are in a mood to bring their 
passenger locomotive service up to 
date with modern design, bright 
paint and streamlining as well as 
with operating efficiency. 


The controversy between the 
steam, electric and Diesel locomotive 
has pretty much settled down to at 
least general conclusions, which 
leave the position of the steam en- 
gine supreme for the backbone of 
heavy duty long haul freight and 
passenger service. Recognition is 
given to the special advantages of 
the electric motive power in the 
densely populated centers and for 
other special purposes and_ the 
Diesel-electric has been found to be 
particularly economical for switch- 
ing service. American Locomotive 
is well represented in the manufac- 
ture of each of these three types of 
railroad motive power. In the event 
that future developments should 
warrant greater emphasis in any 
other direction it could easily adapt 
its facilities to meet the trend. 


Except for substantial accumula- 
tions of its preferred stock and a 
realistic write-down of property as- 
sets and investments in 1933, Ameri- 
can Locomotive Co., has emerged 
from its state of pauperism without 
any important depression scars from 
a financial standpoint. Net work- 
ing capital was heavily drained by 
the successive deficits but never 
theless as of December 31, 1936, the 
company had total current assets 
of over $16,000,000, with cash and 
marketable securities ample to cover 
its $3,575,000 current liabilities by 
a substantial margin. There is 00 
other debt. The company has 4 
simple capital structure which has 
not changed since 1926 and consists 
of 351,961 shares of $100 par value 
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7 per cent cumulative stock and 
767,900 shares of no par value com- 
mon. The former was increased from 
950,000 shares and the latter was 
increased from 500,000 shares in 
1926 in the acquisition of Railway 
Steel-Spring Company, a subsidiary 
which has since been fully absorbed 
and the division expanded. All of 
the other expansion, acquisition, 
modernization and diversification of 
operations in the past decade has 
been financed without permanent 
borrowing and without increase in 
capitalization. In 1933, property 
assets were written down from a net 
cost of $61,667,760 to a revised valu- 
ation of $35,821,515 and the 35 per 
cent ownership in General Steel 
Castings Corp., was written down 
from about $8,000,000 to $2,500,000, 
in line with the reduced earning 
power of these assets and reducing 
book charges for depreciation ac- 
cordingly. 

The management conserved its 
fnancial resources during the de- 
pression at the expense of preferred 
dividend payments, however, and 
present accumulations on this issue 
amount to approximately $29 a 
share at the present time. With 
armings last year covering only 


about half of the annual dividend on 
the preferred and the earnings out- 
look for the current year appraisable 
only in the generality that substan- 
tial improvement is probable, it is 
evident that there is likely to be a 
further lapse of time until any plan 
for elimination of these accumula- 
tions would be practicable. In the 
meantime, the junior shares are sell- 
ing largely on the excellent prospects 
for revival of more normal volume of 
locomotive purchases by the rail- 
roads and the outlook for further 
improvement in other divisions of 
the company. 

Prospects in both directions appear 
well assured, and it is our deliberate 
judgment that American Locomo- 
tive common stock has well defined 
possibilities for further capital ap- 
preciation over the longer term. 





No Clouds in This Picture 





(Continued from page 169) 


improved latex-saturated paper-base 
composition used primarily for inner 
soles in shoes; a new type of white 
enamel refrigerator finish of in- 
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creased hardness and reduced dry- 
ing time.” 

The extent of Union Carbide’s 
progress with new products and 
processes may be judged to some ex- 
tent from the fact that last year the 
company filed 412 patent applica- 
tions in the United States and for- 
eign countries. Monsanto Chemical 
continues to make steady progress 
in producing plastics and other prod- 
ucts from petroleum. Mathieson 
Alkali’s last annual report said: “It 
is of interest to note that an increas- 
ing percentage of our earnings is 
being derived from specialties. Ef- 
forts at all times are being directed 
towards the important field of de- 
veloping new products to supplement 
our regular basic products.” Dow 
Chemical continues to pioneer in 
magnesium alloys and in chemicals 
derived from wood and petroleum 
gases. Hercules Powder never misses 
an opportunity to preserve its lead- 
ership in cellulose products and 
has undertaken among other things 
increased production of cellulose 
acetate. 

There is little wonder, with full 
participation in general improve- 
ment guaranteed and with new prod- 
ucts and processes making for 
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A copyright label guarantees each V.F.W. 
ca Buddy Poppy as the handiwork of dis- 


abled and needy ex-service men. 


All proceeds of the Sale are used for relief 
and welfare work among needy veterans 
and their families, including an allotment 
to the V.F.W. National Home for Widows 
and Orphans of Ex-Service Men, in Mich- 


Poppy 


Day 


MAY 30TH 
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dynamic growth, that the stocks of 
chemical companies are held in high 
esteem by the investor. It is a 
favorable consideration also that the 
well-established chemical companies 
are strong financially. Not only are 
the majority of them strong in cash 
resources but funded debt is the 
exception rather than the rule in this 
group of companies. While this tends 
to make them lack the leverage on 
which speculators lay such store dur- 
ing a time of recovery, it does make 
for the stability required by the in- 
vestor. Finally, it is to be noted 
that the chemical group is relatively 
free from labor trouble. The labor 
factor, that is the man power per 
unit of production, is lower than in 
almost any other major industry. 
Chemical manufacturers sell in so 
many markets that the labor 
troubles of others can hardly become 
paralyzing, while most chemical 
processes are so automatic that there 
need be little fear that they will ex- 
perience labor trouble of their own. 
As between individual companies, 
the investor will have to select for 
himself, giving due consideration to 
line of products, capitalization and 
other corporate factors and weigh 
these points against his own indi- 
vidual requirements. 





Stock Opportunities Cre- 
ated by Recent Reaction 





(Continued from page 165) 
Northern Pacific Railway Co. 


capitalized, North- 

1 | ression record was 
onside tter than that of 
ma} ior carriers. In only 
a single year, 1932, did the road fail 
to earn fixed charges. Total funded 
debt outstanding is less than $310,- 
000,000 and less than $125,000,000 of 
debt carries a coupon rate of higher 
than 414%. There are 2,480,000 
shares of common stock outstand- 
ing on which dividends were paid 
without interruption from 1899 to 
1932. Traffic items are well diversi- 
fied and in addition to grain, coal 
and lumber, an important volume of 
manufactured and _ miscellaneous 
freight traffic is carried. Prominent 
in shaping the current outlook is the 
possibility of an appreciable increase 
in the shipment of lumber and 
wheat, the former in reflection of 


194 





increased building operations and 
the latter in response to improved 
prospects for a larger spring wheat 
crop. 

Last year gross revenues of North- 
ern Pacific increased about 15% and, 
notwithstanding an increase of over 
15% in maintenance and operating 
expenses, and a tax bill 21% higher 
than in the previous year, net oper- 
ating income gained nearly 40%. 
Fixed charges were covered 1.13 
times, after which net income avail- 
able for the capital stock was equiv- 
alent to 73 cents a share, contrast- 
ing with 17 cents a share earned in 
1935. The road enjoys a com- 
fortable financial position, net work- 
ing capital at the present time being 
in excess of $20,000,000 and cash 
amounts to about $12,500,000. Ade- 
quate finances have enabled the 
road to maintain the condition of 
iis property and equipment and it 
is believed that no considerable por- 
tion of increased revenues would 
have to be diverted to liquidate ac- 
crued maintenance. 

In the first three months of the 
current year, gross revenues were 
up about 20% and a net operating 
income of $1,535,881 compared with 
$295,054 in the same period a year 
ago. Given the benefit of a larger 
movement of lumber and wheat this 
year, it may be assumed that there 
will be a corresponding increase in 
the movement of manufactured 
goods and miscellaneous freight into 
the territory served. Granting that 
the current prospects for Northern 
Pacific are not without aspects of 
uncertainty, the outlook at this time 
appears to be sufficiently promising 
to place the shares, at 34, among 
the more attractive rail speculations. 





Ups and Downs in Movietown 





(Continued from page 159) 


picture audiences shop for their en- 
tertainment. If the Jewel Theater 
aforesaid ran its good feature for six 
or seven days and the Gem Theater 
two blocks away did the same thing, 
the “two shows a week” patrons 
would divide themselves between the 
two houses. And the saving in costs 
to the theaters would be appreciable, 
while the earnings of the pictures 
would be very considerably en- 
hanced. 


With this situation is tied an- 








other: the necessity for added pro. 
duction to meet the demand above, 
The 1936-37 season produced be. 
tween five hundred and six hundred 
features. Those cost on a steadily 
rising scale. If the same total in. 
dustry income at the theater box 
offices, $1,000,000,000 could have 
been earned by three hundred fea. 
tures,—and it could have been by 
intelligent exploitation and manage. 
ment—the saving would have been 
over $500,000,000 at the studios. And 
that sum would permit a very hand- 
some dividend on the gross produc- 
tion capital of the business. 

And then, for good uneconomic 
measure, we have the double billing 
madness. Whether this growth, a 
product of the tough depression 
years, can be excised is a question, 
but if it can another source of waste 
will be eliminated. It is admitted 
the task will be stupendous, but it 
will be well worth doing, for most 
theater patrons have reduced their 
criticisms of it to this: they must sit 
through one bad picture—or one 
they have seen already—before they 
can see the feature they want to 
see. It is by no means infrequent 
for patrons to sit in a theater from 
three to four hours viewing a news- 
reel, a cartoon, a short and two 
features. That means a seating ca- 
pacity and upkeep waste. Most 
exhibitors would like to get back to 
the one feature basis if they could 
be sure their competitors would do 
likewise. 

At the M-G-M sales conven- 
tion in Los Angeles, May 5, last, Mr. 
Al Lichtman made the flat statement 
that rising production costs made 
advanced film rentals—and_ conse- 
quently admission prices—inevi- 
table. But it is a grave question if 
advanced prices will result in in- 
creased revenues. The theory that 
the quick nickel is better than the 
slow dime finds many adherents and 
theater exhibitors are numbered 
among them. It is true that better 
pictures have been produced in the 
last three years, and it is true that 
the studios now have in hand pic- 
tures which will prove better eveD 
than those of the past season. On 
this improved product increases 1D 
theater admissions might be justi 
fied. 

Two definite needs mark the pic- 
ture scene. One is the dearth of 
acting talent and the other of ade 
quate stories. The producer with 4 
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production to cost half a_ million 
dollars in prospect can hardly be 
censored for hesitating to entrust im- 
portant acting parts to new comers. 
He wants to play as safe as he can 
to protect his investment, so he turns 
to the known “box office names.” If 
he has not the right player under 
contract he borrows from a competi- 
tor. And at a price, be assured. XYZ 
Studio has under contract Carole 
Harlowe at $3,500 per week. ABC 
Studio needs this player for a lead- 
ing role. The loan-out rate is usu- 
ally four weeks’ minimum salary at 
$3,500 per week plus three weeks at 
the same figure as a bonus. In other 
words the arrangement is seven 
weeks’ salary for four weeks’ work, 
though occasionally for a star the 
rate will be doubled flat. 

Quite plainly this tends to restrict 
the important roles to a few players, 
and the reaction at the box office is 
not favorable since it tends to tire 
audiences and eventually destroys 
the usefulness and popularity of the 
player. Probably not ten new 
young people of promise reached the 
screen last year, though two or three 
hundred were tried and found want- 
ing. That situation is one of the 


| reasons why the Dickstein bill to 
; restrict importation of foreign play- 


ers blew up in committee. Foreign 


} players are too important to Ameri- 


can picture production to be barred 


| out, particularly when it is realized 


that the world market for our film 
product at present represents fully 
50 per cent of the total revenue, and 


80 per cent of the total comes from 


the English-speaking countries. 

The trend for stories seams at 
present to lie in the more or less 
classic channels though there is a 
growing tendency toward originals. 


| The excellent excursion by the War- 


hers into poesy as exemplified by 
“The Charge of the Light Brigade” 
and David Selznick’s “A Star Is 
Born” show what can be done with 
careful preparation and a good help- 
ing of imagination. Undoubtedly the 
market for originals will be steadily 


} Improving, 


Concluding, and discounting the 
possibility of labor troubles which 
might tie up the industry; accenting 


| the possibility of extended runs and 


the elimination of double bills, with 
both of which problems Will Hays is 
concerning himself, with better pic- 
tures coming out of the studios, the 


the industry is that the recent slump 
in security prices is the reflection of 
influences without the industry 
rather than due to causes within, 
and that an upswing-may be ex- 
pected that will trend higher rather 
than lower, since revenue is more 
than likely to keep in advance of 
production and operation costs. 





Is the Decline in 
Commodities Over? 





(Continued from page 149) 


market requirements. Although 
crude stocks have increased about 
15,000,000 barrels from their low in 
January of this year and production 
at just under 3,500,000 barrels daily 
average is in excess of the Bureau of 
Mines recommended output, there 
appears to be little question of the 
maintenance of the present base 
crude price of $1.22 a barrel nor of 
the continued effectiveness of pro- 
ration. Rising stocks of both crude 
and motor fuel, however, appear 
likely to delay any further increase 
in crude prices until the large con- 
suming season, later this spring or 
summer. 





Rubber 


The present rubber growers’ re- 
striction plan has corrected the main 
weak point of the previous Steven- 
son plan, by taking the Dutch pro- 
ducers into the program which now 
embraces 98 per cent of the world’s 
rubber supply. The percentage of 
allowed exports (of basic quotas) is 
set in each quarter by the interna- 
tional committee, varying in recent 
years from around 60 to 90 per cent. 
Since the objective of the program 
is to provide a stable price, equitable 
to grower and consumer alike, the 
price outlook for raw rubber nat- 
urally depends upon the export al- 
lowances. The committee has never 
fixed any definite figure, however, 
for what would represent a fair price. 
Production costs vary from as low as 
12 cents a pound to 18 cents a 
pound. Such authorities as Presi- 
dent Litchfield of Goodyear and Dr. 
de Kraft of U. S. Rubber have re- 
cently stated that rubber should be 
stabilized under the 20 cent level. 
In March, rubber topped the 30 cent 
level, although the tight supply then 
prevailing was due largely to heavy 
demands of the manufacturers, who 
wished to build up larger than 
needed stocks of finished materials. 





New York Curb Exchange 





ACTIVE ISSUES 
Quotations as of Recent Date 


1937 
Price Range 
Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer.......... 177% 120 135 


Amer. Cyanamic B (1.60).... . 35% 26%, 28% 
Amer. Gas & Elec. (1.40)..... 483%, 31 3114 
Amer. Lt. & Tr. (71.20)...... 264%, 19 19%, 
Amer. Superpower........... 3 114 114 
Assoc. Gas & Elec. “A"..... 3 114 1%, 
RET NOD oa oes -c0 505s arerecs 53% 34 3%, 
Cities Service Pfd............. 60 464%, 474 


Colum. G. & E. cv. Pfd. (5).... 10414 74 76 
Colum. Oil & Gas (*.20)..... 10% 6% 77% 
Commonwealth Edison (74).... 139 108 108 


(COBEN PANIES ook cee sees 333%, 201%, 2014 
Consol. Copper.............- 115 Ty, 81 
Consol. Gas Balt. (3.60). ..... 894, 71%, 71% 
Creole Petroleum ({.50)...... 38 284% 32%, 
Eagle Picher Lead (*.10)...... 27%, 17% 18 

Elec. Bond & Share.......... 2814 16% 16% 
Elec. Bond & Share Pfd. (6)... 871% 73 73 

Ex-Cell-O A. & T. (*.20)..... 275%g 1834 19% 
Ford Motor of Can.‘'A" (1).. 2934 221%, 231% 
re 38%, 18% 26% 
Glen Alden Coal (71)........ 15 11 111% 
Gulf Oil of Pa. (*.25)........ 63% 52 52 

Hudson Bay M. & S. (1)...... 42 27 27%, 
Humble Oil (1.50).......... 87 | 75 1534 


1937 
Price Range 
Recent 
Name and Dividend High Low Price 
Imperial Oil (7.50)........... 24 203%, 2114 
Iron Fireman (1.20).......... 274%, 20%, 21% 
Jones & Laughlin............ 12614, 9%, 951% 
Lake Shore Mines (74)....... 591, 47%, 51% 
Lone Star Gas (.80).......... 144%, 10% 11 
Molybdenum............... 1134 814 85 
National Bellas Hess......... 3% 1% 1% 
National Sugar Ref. (2)....... 28 25 25% 
New Jersey Zinc ({2)........ 94%, 72% 80 
Newmont Mining (*.75)...... 1353%4 10314 107 
Niagara Hudson Pwr......... 16%, 1% 12 
Niles-Bement-Pond (*.50)..... 51 40 40 
Pan-Amer. ‘Airways ({1)...... 5% 59 6314 
Pantenee Olliicv cc iiccacswces 9%, 51% 6% 
Penmaed (3.95). ........00.c00 5344 4 4 
Pepperel Mfg. (76)........... 151 121 132 
ig ac’ Go ) Er 147% 115 115 
SET REGS POE 6 5c cth0cs-00 1134 8 8% 


Sherwin-Williams (+4)........ 15434 130 130 
PRIN is vivigrernninno 0.0 
United Lt. & Pw. “A"........ 
United Lt. & Pw. cv. Pf. Cl “A" 75% 


13% 8% 8¥% 
113%, 5% 53% 
421 
* Paid this year. 

+t Annual rate—not including extras. 

t Paid last year. 









The latest tire statistics have con- 
firmed this view and it appears 
likely that, with expanding produc- 
tion of those growers who had been 
unable to make their export allow- 
ables and the presumed consumer 
resistance above 20 cents a pound, 
quotations will gradually ease to and 
possibly be stabilized at that level. 


Sugar 


The statistical position of sugar 
has been outweighed in recent years 
by political factors, including pro- 
duction restrictions undertaken by 
producers and a complex mass of 
quotas, tariffs, subsidies by many 
consuming countries. Briefly, the 
ills of the sugar industry originated 
during the war, when production of 
beet sugar growing countries was 
virtually cut off by hostilities and 
the tropical cane producing coun- 
tries expanded their production enor- 
mously to fill the gap. The revival 
of beet production after the war re- 
sulted in surplus world supplies and 
when consumption declined during 
the depression the world markets 
became glutted with sugar. In spite 
of curtailment in Cuba and other 
producing countries, the net result 
is that the world price of sugar of 
roughly 114 cents a pound is below 
the cost of production in even the 
lowest cost countries. Preferential 
quotas (such as the United States 
allows Cuba and its territorial pos- 
sessions) and domestic subsidies 
(prevailing in consuming countries 
throughout the world) partly make 
up the differential. Consequently, 
the future of sugar prices is closely 
bound to political controls. The first 
attempt to untangle this situation 
was made in the recent International 
Sugar Conference in London at 
which an agreement was reached by 
22 nations to rationalize the produc- 
tion and marketing of sugar. With 
world consumption increased from 
around 26,000,000 tons in 1932-33 to 
around 30,300,000 estimated for this 
year, the limitation of production 
for free export to 3,700,000 tons 
(and a temporary curtailment on 
free exports to 3,400,000 this year), 
set by the conference, should prove 
to be a constructive factor in the 
long run. Immediate benefits are 
difficult to see, however, since the 
allowable exports are in excess of 
what the conference statisticians fig- 
ure would be required this year. The 
domestic price situation is further 
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rendered uncertain by the pending 
legislation to change import U. S. A. 
quotas and impose a 34 cent process- 
ing tax, with the unfinished state of 
the proposed bill still leaving it open 
to conjecture as to just how this tax 
will be absorbed. 


Wheat 


This is the time of the year when 
the wheat prospects are apt to 
change swiftly because of weather 
conditions and the lack of definite 
data as to planting and growing con- 
ditions. Outlook for a bumper crop 
in the United States and Canada has 
faded considerably during the past 
fortnight and with poor growing 
conditions in Europe and smaller 
world carry-over, the North Ameri- 
can continent is rapidly becoming 
the hope of the wheat importing 
countries. The United States carry- 
over having declined to a little over 
150,000,000 last year (as compared 
with a 380,000,000 million bushel 
carry-over in 1933) is expected to be 
as low as 90,000,000 bushels by July 
Ist. If we produce 654,000,000 
bushels of Winter wheat (this is the 
May Ist estimate of the Agricultural 
Department) and 150,000,000 bush- 
els of Spring wheat we would then 
have 804,000,000 bushels for the crop 
year, including carry-over. Since a 
reserve of approximately 150,000,000 
bushels is generally figured on and 
consumption estimates vary between 
625,000,000 and 700,000,000 bushels, 
il is evident that any deterioration 
in the wheat crop from this point 
would make it virtually impossible 
for the United States to become 
much of a factor in the export trade 
although present indications are that 
we will have an exportable surplus, 
probably about as large as_ the 
Spring wheat crop. 

Growing conditions in Europe, 
are reported to be poor and the re- 
quirements of these countries from 
the exporting nations will be propor- 
tionately larger. Under these cir- 
cumstances, the Canadian crop is 
now the crucial factor in world 
wheat prices. On the acreage pres- 
ently planted, Canada could produce 
350,000,000 bushels with good grow- 
ing weather, but on similar weather 
conditions to those prevailing during 
the past four years, the yield may be 
no better than 250,000,000. Prob- 
able world requirements should be 
adequate to absorb a fair North 
American crop at around present 


price levels. A poor crop cot 
easily result in a tight world sit 
tion for wheat and materially high 
prices. Weather conditions, so { 
none too favorable, will provide ¢ 
answer as to which of these alte 

tives will prevail. The statisti 
probabilities, however, lean to 
favorable side. 4 


Cotton 


The most constructive factor 
the cotton outlook is the substantj 
progress made in the liquidation§ 
cotton held by Government agg 
cies. As compared with a peak4 
around 6,000,000 bales of cotton} 
Government hands two years ag 
there were only about 1,700,000 bak 
held by the Government at last ® 
ports. The Government had theg 
vantage of an all-time record cof 
sumption in March (779,300 bale 
according to Census Bureau stati 
tics) and a price bulge in Mar 
tc hasten this liquidation. Subge 
quent indications of cotton mill a 
tivity have been decidedly favorable 
although private estimates in Apr 
consumption indicate a natural fall 
ing off from the exceptional showing 
in March. Present crop carry-ovel 
is just under 7,000,000 bales and # 
expected to be reduced to about & 
250,000 bales by the end of the eng 
year. This would compare with} 
high of 13,250,000 bales at the em 
of the 1931-32 season. -Whether@ 
not cotton prices will be able to % 
flect the improved statistical pos 
tion and the larger domestic demaii 
will depend upon this year’s crop 
planting of which has not yet beéi 
completed. Present indications 
for an increase of 12 to 15 per 
in acreage, despite the “soil-consé 
vation” plan as a stop-gap cu 
ment medium. Price control 
crop reductions in recent years ha 
been a far more important factor, 
cotton markets than gold cham 
and have left a heritage in the fon 
of lost foreign markets that is like 
to be more of an obstacle in the Wa 
of higher prices than any g@ 
change at this late date. Rus 
China, Brazil, Argentina, Peru @ 
other countries have increased pi 
duction to around 10,000,000 bales 
about twice their 1929 rate of } 
duction. Figuring only on nor 
growing weather for the new ¢ 
the statistical position of cotton 
fords little basis for more thal 
fourteen cent level. 
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